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ABSTRACT 
 
 
The performance management system has become a vital process of retaining skilled 
employees, helping to improve communication between the employees and management, 
providing feedback to employees and clear understanding of job expectation. A performance 
management system assists the firm to identify the ways to improve individual and firm 
performance and provides the opportunity for discussion about individual career direction 
and growth within the firm. It provides the opportunity to set employee targets linked to the 
departmental targets. The performance management system is the catalyst for firms to 
become globally competitive and be able to meet targets. 
   
Over the years the firm has introduced a performance management system to help 
employees to achieve their targets, which will result in the company meeting its own 
objectives. The study focused on the factors that affect the performance management 
system. The objective of the research was to improve the performance management system 
of the firm. The study was conducted to assess the effect of the following independent 
variables on the improvement of the performance management system: leadership style, 
training, organisational culture, reward system and organisational communication.  
 
The sample consisted of only the employees of the firm selected for the study. One hundred 
and fifty (150) questionnaires were distributed, but only seventy-six (76) respondents 
(response rate = 50.7%) participated in the final study. 
 
The empirical results revealed that the three independent variables play a very important 
role in improving a performance management system. These three variables are 
organisational culture, training, and reward system.  Implementing the recommendations that 
came from these results will go a long way to making sure that the firm will improve its 
performance management system. 
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CHAPTER ONE 
 
SCOPE OF THE STUDY 
 
 
1.1 INTRODUCTION  
 
An increasing number of forward-looking organisations are implementing comprehensive 
performance management systems, with the goal of boosting their effectiveness and 
profitability. An effective performance management system (PMS) provides an opportunity 
for both employees and managers to discuss development goals and jointly create plans for 
achieving agreed-upon goals. Performance management initiatives need to be aligned with 
organisational goals and focus on employee growth, in areas of knowledge, skills and 
abilities, which increase the overall contribution of the employee and behaviour. 
Performance management is a proactive process that organisations and employees 
undertake to improve and increase their effectiveness and efficiency in a highly competitive 
market place (Horton, Duggan and Hess, 2004). These authors state that performance 
management should be about developing employees to help them succeed and stay aligned 
with the goals of the organisation. Especially at a time when companies are challenged to 
find skilled workers, it is important to invest in the training and development, of people in 
order to build strong pools of talent and recruit from within. 
 
Knowledge is always embodied in a person; carried by a person, or improved by a person 
and applied by a person. The shift to the knowledge society therefore puts the person in the 
centre of focus (Drucker, 2001: 287). Retaining employees whose knowledge has high 
competitive value is becoming a critical and well-recognized challenge (Jamrog, 2004; 
Ready and Conger, 2008; Somaya and Williamson, 2008). Such employees are known as 
knowledge workers in that they “have high degrees of expertise, education, or experience, 
and the primary purpose of their jobs involves the creation, distribution or application of 
knowledge” (Davenport, 2005: 10). Managers who simply go through the motions with 
performance management not only risk behaviour change of employee, but also limit the 
success of the company. Lawler and McDemott (2003) state that employee performance 
management is a vehicle for implementing strategic initiatives and managing the 
development of the workforce.  
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An effective performance management system involves a complete system of goal setting, 
training, communication, organisation culture, rewards system and leadership style. Many 
organisations are implementing pay for performance initiatives, using subjective managerial 
ratings as the most common measure to determine merit pay (Rynes, Gerhart and Parks, 
2005). The organisation that has good training plans for its employees can improve the 
performance of employees and their behaviour.  The organisation that wants to enhance its 
employee performance should focus on training as it also motivates employees to achieve 
higher performance levels.  Bossidy and Charan (2002) make the case that performance 
management in high-performing companies is a business process, not a human resources 
process. Organisation has the power to influence employee performance behaviour by 
means of attitude change. This will help the employees to achieve their targets. Jamrog 
(2004) believes that employee‘s attitude and behaviour toward task performance may be 
determined by organisational concepts such as organisation culture, the organisational 
communication system, the rewards system, training and leadership style which constitute 
key features of performance management systems. 
 
The selected company has lost all types of employees including qualified engineers and 
technicians in the past years due to how the company is managing its employees, through 
the performance management system. Over the years the company has established training 
and management development programmes to help the managers to achieve their full 
potential in managing the performance of the employees and to deal with the factors the 
affect the  performance management system. The company has about 300 employees in the 
local plant and thousands of employees around the world (About the company 2012).  
 
The study will assess the factors that influence the performance management system in the 
company as well as the factors that could lead to the improvement of the performance 
management programmes and challenges.  
 
1.2 PROBLEM STATEMENT 
 
In trying to address the problem of factors that influence the performance management 
system, the company’s first approach was to further the education of current line managers 
and possible future leaders through the Nelson Mandela Metropolitan University courses, 
such as the Foundation Leadership Programme (FLP), Intermediate Leadership 
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Programme(ILP) and MDP. The FLP, ILP and MDP courses include leadership style, training, 
organisational culture, communication skills and teambuilding skill, performance 
management skills, labour relations and business skills development (Newsletter, June 
2010). The company has been making huge investments in training and employees’ 
development including external and internal training. These programmes were for future and 
current managers not just to understand the factors that affect the management performance 
management but to come up with solutions. The external training employee applies for a 
financial bursary to study courses of own choice. The internal training includes the first line 
managing skills programme and managerial skills programmes. These programmes have 
shown some success but there are still some areas for improvement. 
 
Performance management provides an integrated and continuous approach to the 
management of performance than is covered by traditional performance appraisal schemes. 
Unlike traditional methods of management by command, performance management is based 
on the principle of management by agreement. Armstrong (2001), postulates that 
performance management can provide for an integrated and coherent range of human 
resource management processes that are mutually supportive and contribute as a whole to 
increasing organisational effectiveness (Armstrong, 2001: 465). Employees who have 
access to training, resources and tools to improve their performance and reach their career 
goals are happier, more engaged and more empowered to become champions for their 
company. Understanding the factors that affect a performance management system helps to 
improve performance management processes and also to invest in the right tools to support 
the way people work, change the behaviour of employee and encourage the employees to 
meet their targets. Talented employees move from one company to another and 
organisations need to compete for the best talent. This will have a significant impact on the 
nature of selection, training and development. A performance management system is viewed 
as a critical aspect in employee behaviour and meeting of targets and can influence the 
implementation of the business strategy and organisational performance.  
 
The present study suggests that the success of a performance management system is 
determined by organisational concepts such as leadership style, training, organisation 
culture, the rewards system and organisational communication system. 
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1.2.1 Leadership style 
 
Leadership is key part of management in any organisation. Organisational leadership is 
associated with a wide array of outcomes such as employee performance and behaviour 
(Kelloway and Barling, 2010). The level at which the individual exhibits leadership style 
depends not only on his/her characteristics and abilities, but also on the situation and 
environment in which he/she finds her/himself. Leadership style in a company is one of the 
factors that play a significant role in enhancing the interest and commitment of the 
individuals in that company (Messick and Kramer, 2004). 
 
Glantz (2002) stresses the need for a leader to find his/her leadership style. The level to 
which members of an organisation contribute in harnessing the resources of the organisation 
depends on how well the leaders of the organisation understand their leadership style in 
performing their roles as leaders. The leadership style plays a very critical role in the 
performance management system process. Lee and Chuang (2009) assert that the excellent 
leader inspires subordinates’ potential and enhances efficiency, and also meets their 
requirements in the process of achieving organisational targets. McGrath and MacMillan 
2000) suggest that effective leadership behaviours can facilitate the improvement of 
performance when organisations face new challenges. 
 
Levine and Crom (1994) believe that a performance management system concerns building 
teams, changing employee behaviour, meeting targets by employees and developing their 
ability to make decisions. A leader is a person who takes the central roles in interactions and 
who influences the behaviour of other members of the group. Leadership style is a process 
of influence between leaders and subordinates where a leader attempts to influence the 
behaviour of subordinates to achieve the organisational target. Even though the firm has 
provided education and training programs such as foundation and intermediate leadership 
course and Line management training to improve the knowledge of leaders. The 
effectiveness of these programs needs to be probed further 
 
1.2.2 Training 
 
Tharenou, (1993: 274) states that an employee's job performance is a concept that includes 
various job attitudes and behaviours such as job interest, work quantity, work quality, 
conduct, learning ability, interpersonal relations, safety, initiative, perseverance, attendance 
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and appearance. Tannenbaum (2002) suggests that organisations should identify and 
implement specific training and development activities in order to reach their strategic goals. 
The implementation of training programs can enhance employee skills and competences, 
which in turn increase change in behaviour and performance. Dolan, Schuler and Valle 
(1999) believe that training in business has several objectives, and improves individual 
performance, management skills, and solving of organisational problems, as well as 
orientation of new employees. According to many human resource researchers, training is a 
key element of high-performance in any organisation.  
 
Investing in employee development is vital in maintaining and developing the skills, 
knowledge and abilities of both individual employees and the organisation as a whole (Lee 
and Bruvold, 2003). Posthuma and Campion (2008) state that training programmes help 
leaders to become more effective at communicating performance messages to their 
followers regarding performance issues.  South Africa, like many other African countries, has 
a shortage of skilled employees. The training of leaders and employees is required to make 
sure that the leaders understand how to conduct performance management evaluation and 
for the employees to understand what is required of them. Also specific training is needed for 
employees so that they can understand and meet the team and individual targets.  The 
training will improve overall employee performance and the study would benefit if the extent 
of the effect of training could be established. 
 
1.2.3 Organisational culture 
 
Schein (2004) defines organisational culture as the set of shared beliefs and values. The 
companies should align the core values with overall performance. Organisational culture 
matters to employees, so a negative and not transparent culture leads to some confusion 
amongst employees. It is important for the organisation to focus on creating organisational 
culture that is linked to the performance culture and to help employees to achieve their 
goals. According to many academics, the main element that helps to establish a good 
performance management system is to develop a strong organisational culture. The studies 
showed that a positive and strong culture helps employees perform better and achieve 
success, while weak and negative cultures may decrease their performance and even 
demotivate an excellent employee. Therefore, organisational culture has a direct influence 
on performance management.  
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Organisational culture and performance management system are interdependent (Magee, 
2002). South Africa is diverse in its culture. The culture diversity requires a sensitive 
approach to create a single organisational culture. This will help to create a competitive 
advantage for the company. The study had to establish how this rather peculiar factor is 
currently helping to improve the performance management system in the organisation.  
 
1.2.4 Reward system 
 
The factor of employee recognition has gained ground with the realization that social 
rewards can be just as effective as and even more so than monetary rewards or variable pay 
(Gostick, 2003). Organisations adopt employee recognition programmes to reinforce the 
behaviour the employer wants to encourage and this is exactly the aim of performance 
management systems. The reward system and recognition of employees is likely to improve 
the effectiveness of performance management systems. 
 
Rewards are a tool to increase performance and change behaviours in dissatisfied 
employees. Employees are the assets of firms so a fair reward system could build job 
satisfaction and productive behaviour in an employee. According to Mujtaba (2008), a 
reward system should be linked with goal setting, employee development, competency 
measures, and team performance, even though the company has its own incentives scheme 
for rewarding employees for their performance. The assumption has been that this incentive 
scheme is not helping constantly to improve performance. It is important to establish the 
extent of such use and impact 
 
1.2.5 Organisational communication 
 
According to Brutus and Gosselin (2007), feedback provides those involved in the 
performance management process with multiple sources of that offer different perspectives, 
as provided by subordinates, peers, and superiors. Two-way communication improved the 
employee performance management system according to some studies (Maylett and 
Riboldi,2007). There is a significant association between organisational communication and 
overall performance management effectiveness (Lawler and McDermott 2003), and this 
practice of communication may generate positive perceptions of the effectiveness of the 
overall performance management system. 
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Shockley-Zalabak (2006) claims that organisational communication is a channel in which 
flow information, resources, and policies. Communication as a tool of management is used 
to facilitate and operate task completion; the communication can flow from supervisors to 
subordinates. Downward communication is used by group leaders and managers to assign 
goals, provide job instructions, explain policies and procedures, point out problems that need 
attention, and offer feedback about performance (Robbins, Judge, Odendaal and Roodt, 
2009). According to Kotter (1996), top-down communication is important and should be 
supported by informal one-on-one communication between employees and managers. It is 
generally accepted that the effectiveness of a performance management system is affected 
by any break-down of communication between the superiors and employees. The firm 
should build its own tools and techniques to improve organisational communication and this 
study would benefit if the extent of the effect of communication could be established. 
 
The conceptual model used in the study is shown in Figure 1.1. 
 
FIGURE 1.1: CONCEPTUAL FRAMEWORK TO IMPROVE A PERFORMANCE 
MANAGEMENT SYSTEM 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Leadership 
Style 
Training 
Organisational 
Communication 
Reward System 
Organisational 
Culture 
 
Performance 
Management System 
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1.3 RESEARCH OBJECTIVES 
 
1.3.1 Primary objective 
 
The primary objective of the study is to analyse and improve the performance management 
system in the selected firm by investigating the factors that influence the management 
performance system. The outcome of the study will provide guidelines for the managers of 
the company on how to address shortcomings in their performance management system 
programme. 
 
1.3.2 Secondary research questions 
 
To achieve the primary objective the following secondary research questions will be 
investigated:  
 
- Is the performance management system in the organisation working as suggested by 
the literature?  
- Which of the selected factors affecting the performance management system should 
be given priority attention in an effort to improve the performance management 
system? 
- Do the employees and leaders understand the main objectives of having a 
performance management system in the company? 
 
1.3.3 Research design objectives  
 
In order to achieve and answer the above-mentioned primary and secondary research 
objectives, the following research design objectives are pursued: 
 
- To conduct a thorough secondary literature review. 
- Based on the secondary literature review, to construct a questionnaire for the 
collection of the primary data for the study. 
- To collect data using the questionnaire. 
- To capture the raw data using excel. 
- To analyse the data using the appropriate statistical computer software program 
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- To interpret the findings and arrive at conclusions and recommendations. 
- To present recommendations to management. 
 
1.4 RESEARCH METHODOLOGY 
 
1.4.1 Research paradigm 
 
There are two main research paradigms, namely the positivistic (quantitative) and 
phenomenological (qualitative) paradigms. The positivistic paradigm’s aim is to determine 
the relationship between one thing (an independent variable) and another (a dependent or 
outcome variable) in a population. The assumption behind the positivist paradigm is that 
there is an objective truth existing in the world that can be measured and explained 
scientifically. The main concerns of the quantitative paradigm are that measurement is 
reliable, valid, and generalizable in its clear prediction of cause and effect (Collis and Hussey, 
2003). According to Bansal and Corley (2012), quantitative work often builds theory initially 
by developing hypotheses that are then tested. Since new theory is discussed first, a 
quantitative paper focuses primarily on the implications of the empirical results. Qualitative 
works, on the other hand, reserve the biggest punch for the final view. A strong discussion 
section summarizes the findings and ultimately delineates the theoretical and practical 
implications that are also demanded of quantitative papers. Quantitative research takes as 
read the independence of phenomena and the possibility of the researcher maintaining an 
objective stance towards the researched fctors, creating the idea of ‘value free’ investigation 
(Ritchie and Lewis, 2003). 
 
According to Leedy and Omrod (2001), a qualitative study represents an attempt to 
understand people’s perceptions and perspectives, and gain an understanding of a 
particular situation. Qualitative research is a way to gain insights through discovering 
meanings. The strengths of the qualitative method include obtaining a more realistic feel of 
the world that cannot be experienced through the numerical data and statistical analysis 
used in quantitative research, flexible ways to perform data collection, subsequent analysis, 
and the interpretation of collected information. Ability to interact with the research subjects in 
their own language and on their own terms is another benefit (Kirk and Miller, 1986).  
 
In a qualitative research project a more interactive relationship between researcher and 
researched is posited. The qualitative researcher cannot be objective and cannot, therefore, 
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produce, in any way, a privileged overview or objective account, because of pre-existing 
assumptions, attitudes and beliefs. These cannot be set aside but have to be acknowledged 
and handled in the conduct of the research (Ritchie and Lewis, 2003).  
 
The quantitative paradigm will be used because the relationship between the importance of 
performance management success factors and their effectiveness will be investigated. Such 
an investigation requires a co-relational analysis.  
 
The quantitative paradigm will be used because the relationship between important 
performance management success factors and their effectiveness will be investigated. Such 
an investigation requires a co-relational analysis. 
 
1.4.2 The sample 
 
According to Sekaran and Bougie (2010), there are two groups of sampling. These groups 
are probability sampling and non-probability sampling. 
 
- Probability sampling design consists of simple random sampling, stratified random 
sampling, systematic sampling, area sampling and cluster sampling 
- Non-probability sampling consists of convenience sampling, judgement sampling and 
quota sampling. 
 
Convenience sampling was used for the study to select at least 150 out of a possible 200 
employees. Only 76 (50.7%) usable questionnaires were eventually received. The 
questionnaire was personally delivered to the respondents. Anonymity and confidentiality 
were strictly guaranteed. No respondent was forced to complete a questionnaire and the 
respondents were free to complete a questionnaire or not. 
 
1.4.3 Measuring instruments 
 
Secondary literature, which was mentioned earlier, was consulted to construct a 
questionnaire for the study.  
 
Self-constructed instruments were used to measure the following latent variables: 
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- Leadership Style  
- Training 
- Organisational Culture 
- Reward System 
- Organisational Communication 
 
The statements were anchored to a 5-points Likert scale ranging from: 
 
1. Strongly disagree  
2. Disagree  
3. Neither agree nor disagree  
4. Agree, to  
5. Strongly agree 
 
The questionnaire forms a very important part of the study. The questionnaire was used to 
gather information from different participants about the problem. The lack of participation 
from participants could result in bias in the study. 
 
1.5 TERMINOLOGY 
 
The following terms and concepts are used in the study as defined below 
 
1.5.1 Performance management  
 
Performance management is a day-to-day process of establishing a shared understanding 
about what is to be achieved, and how it is to be achieved, and an approach to managing 
people. 
 
1.5.2 Performance appraisal 
 
Performance appraisal is a discrete, formal, structurally sanctioned event of evaluating and 
providing feedback on employee job performance, including steps to improve or redirect 
activities as needed. Documenting performance provides a basis for pay increases and 
promotions; this happens once or twice a year. 
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1.5.3 Leadership style 
 
According to Newstrom and Davis (1993), leadership style is the manner and approach of 
providing direction, implementing plans, and motivating people. As seen by the employees, it 
includes the total pattern of clear and understood actions performed by their leader  
 
1.5.4 Training 
 
Training is a process that involves the acquisition of knowledge, sharpening of skills and, 
concepts, or changing of attitudes and behaviours to enhance the performance of 
employees. Training has a specific goal of improving employee skills and behaviour 
 
1.5.5 Organisational culture 
 
Organisational culture refers to the beliefs and values that have existed in an organisation 
for a long time, and to the beliefs of the staff and the foreseen value of their work that will 
influence their attitudes and behaviour. 
 
1.5.6 Reward system 
 
Employee reward systems refer to programs that are set up by an organisation to reward 
performance and motivate employees at individual and group levels. The reward system 
normally must be aligned with the employee performance required that is consistent with the 
organisation strategy. A reward system is used to attract and retain people with the 
knowledge, skills and abilities required to realize the firm’s strategic goal. 
 
1.5.7 Organisational communication 
 
Organisational communication is a natural process of transmission of a message through a 
channel to a receiver.  It involves at least two living people, the sender and the receiver. For 
communication to be successful, the receiver must understand the message in the way that 
the sender intended. 
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1.5.8 Transformational leadership 
 
This is defined as a leadership that causes change in individuals and teams. It enhances the 
motivation, morale, and job performance of followers through a variety of mechanisms to 
stimulate and inspire to achieve the goals of the individuals and organisation (Robbins and 
Coulter, 2007). 
 
1.5.9 Transactional leadership 
 
It is defined as a managerial leadership, and focuses on the role of supervision and 
performance. It promotes compliance from followers through rewards and punishment and is 
concerned with processes rather than forward thinking ideas (Hargis, Wyatt and Piotrowski, 
2001). 
 
1.6 OUTLINE OF THE STUDY 
 
The study includes the following chapters with the following contents: 
 
Chapter 1: Scope of the study 
 
This chapter includes the introduction to the study, the problem statement, the research 
objectives, the research methodology, sample, definition of concepts, and the measuring 
instruments. 
 
Chapter 2: Literature review  
 
In this chapter various topics are discussed such as the difference between performance 
management and appraisal, factors affecting the performance management system, and the 
hypothesised model to improve the performance management system. 
 
Chapter 3: Methodology of the study 
 
In this chapter, the research paradigms underpinning this study are discussed, as well as 
various other topics such as the sampling, measuring instrument and the methods of data 
analyses used in the study. 
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Chapter 4: The empirical results 
 
The empirical results are discussed and interpreted in this chapter. 
  
Chapter 5: Findings, Conclusions and recommendations 
 
The research findings, recommendations and conclusions are discussed in this chapter. The 
findings, recommendations and conclusions drawn are informed by the research report and 
the process followed. 
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CHAPTER TWO 
 
LITERATURE REVIEW 
 
 
2.1 INTRODUCTION  
 
Business firms operate in a very uncertain, complex and chaotic world today. Fast changing 
business and economic environments, developments in information technology and 
manufacturing technologies, and the rising expectations of customers are some of the 
challenges being faced by organisations worldwide. The recent financial crisis has had a 
huge impact on businesses in the world and the process of change has become more 
intense. Armstrong (1994:17) notes that effective performance management must direct the 
vision and efforts of all managers towards a common goal. It must ensure that the individual 
manager understands what results are demanded from him or her. It must ensure that the 
superior understands what is to be expected of each of his subordinate managers. It must 
motivate each manager to exert maximum efforts in the right direction. Viedge et al (2003) 
argue that successful performance management rests strongly on the relationship between 
the line manager and the employee. 
 
Organisations are constantly searching for newer ways of managing their performances 
through restructuring, adopting total quality management measures, empowering their 
employees and adopting efficient information technology systems, among others. According 
to Pulakos and O’Leary (2011), a significant part of the problem is that performance 
management has been reduced to prescribed steps within formal administrative systems 
that are disconnected from the day-to-day performance management activities that are 
essential to accomplish work through others (e.g., communicating clear expectations, setting 
objectives and deadlines, providing continual feedback and guidance, and addressing 
performance gaps).  
 
The formal performance management system in implementation needs to be aligned with 
the organisation’s strategy, goals, and other human capital systems. It is very important to 
offer a centred approach to the training of managers and employees about the critical role of 
performance management and to accomplishing work and how to engage in it effectively day 
to day. According to Helfat and Peteraf (2003), the competitive advantage reflects the ability 
16 
 
of managers to use their current unique package of resources and capabilities in a way that 
maximizes value whilst they develop the resources and capabilities they need for the future. 
Of all the resources at a firm’s disposal, knowledge is the most important resource. The 
organisation must ensure that there is a favourable environment as well as a support for 
progress in the careers of those loyal employees who have managed to make themselves 
respected in their field. 
 
Competitive advantage means that organisations make it easier for customers to do 
business with them than with their competitors because of the value they offer to customers. 
Concern with the effectiveness, productivity, efficiency and excellence of organisations has 
served as a unifying theme of research on the performance management system of 
organisations (Pounder, 2001). 
 
The purpose of this study is to examine and understand the literature related to the 
performance management system of a selected firm. This study will also look at the 
variables related to the improvement of the performance management system and construct 
a hypothesis model.  
 
2.2 THE DIFFERENCE BETWEEN PERFORMANCE MANAGEMENT AND 
PERFORMANCE APPRAISAL 
 
It is very important to differentiate between performance management and performance 
appraisal because these two concepts are often confused. 
 
2.2.1 Performance management 
 
Performance management provides a framework in which performance by individuals can be 
directed, monitored and refined (Banfield and Kay, 2008: 270). These authors also believe 
that performance management is the process of creating a work environment in which 
employees are enabled to perform to the best of their abilities. Employees' key performance 
areas are taken from the company’s strategic direction plan which in turn supports the 
mission and goals of the organisation as a whole.   Performance management supports a 
broad set of activities aimed at improving employee performance. Although performance 
appraisal information provides input for the performance management process, performance 
management focuses on ways to motivate employees to improve their performance. Again, 
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the goal of the performance management process is performance improvement, initially at 
the level of the individual employee, and ultimately at the level of the organisation (DeNisi 
and Pritchard, 2006). 
 
According to Heinrich (2002), there are different terms that refer to performance 
management initiatives in organisations such as performance-based budgeting, and 
management by objectives and pay-for-performance. These initiatives have stressed the 
need to make employee performance explicit and measurable in order to make performance 
more manageable. However, performance management has come to suggest more than a 
list of singular practices aimed at measuring and adapting employee performance. It is seen 
as an integrated process in which managers work with their employees to set expectations, 
measure and review results, and reward performance, in order to improve employee 
performance, with the ultimate aim of positively affecting organisational success (Mondy, 
Noe and Premeaux, 2002).  
 
Jeffrey (2006: 445) states that performance management has become a more strategic 
issue for companies than it was in the past. Performance management is a holistic process 
of people management in which the primary objective is to establish the culture in which 
individuals and groups take responsibility for the achievement of high levels of organisational 
performance through enhancement and full utilisation of their own skills, behaviour and 
contributions. 
 
2.2.2 Performance appraisal 
 
Most modern organisations rely upon some form of performance appraisal system to provide 
employees with feedback about their performance and to help the organisation make 
decisions about such things as pay increases and promotions (Cleveland, Murphy, and 
Williams, 1989). DeNisi (2000: 121) defines performance appraisal as the system whereby 
an organisation assigns some score to indicate the level of performance of an employee or 
group. Mondy, Noe and Premeaux (2002) define performance appraisal as a system of 
review and evaluation of an individual’s (or team’s) performance.  
 
Furthermore, according to Pulakos (2004), a recent survey indicates that only one in ten 
employees believe that their firm’s appraisal system helps them to improve performance. 
Clearly, there is a problem. A performance appraisal is a systematic and periodic process 
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that assesses an individual employee’s job performance and productivity in relation to 
certain pre-established criteria and organisational objectives. Other aspects of individual 
employees are considered as well, such as accomplishments, potential for future 
improvement, strengths and weaknesses, etc. conducted annually. Pulakos believes that the 
interview could function as providing feedback to employees, counselling and developing 
employees, and conveying and discussing compensation, job status, or disciplinary 
decisions. Performance appraisal is often included in performance management systems. 
Performance management systems are used to manage and align all of an organisation's 
resources in order to achieve the highest possible performance. How performance is 
managed in an organisation determines to a large extent the success or failure of the 
organisation. Therefore, improving performance appraisal for everyone should be among the 
highest priorities of contemporary organisations 
 
2.3 FACTORS INFLUENCING AN EFFECTIVE PERFORMANCE MANAGEMENT 
SYSTEM (PMS) 
 
In this section, the opinions about and interpretations of different factors that could influence 
a performance management system are discussed.  
 
2.3.1 Motivation  
 
Employee’s performance is a very important factor in the performance of an organisation. 
Good organisational performance is a result of good performance by employees. According 
to Iqbal et al. (2013), motivation is a force that leads employees towards goals. Motivation is 
a need or desire that energizes behaviour and directs it towards a goal.  Performance 
management systems are used to help employees to identify what is expected of them and 
this helps to increase their motivation. This will result in the improvement of employee 
performance.  
 
The clearly defined goals and objectives of providing training to perform the objectives and 
motivate employees have been established (Iqbal et al., 2013). Managers must be trained 
and be able to know what motivates the employees. This process is very complex because 
what motivates employees today may not motivate employees tomorrow. 
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Motivation has a strong positive influence on the job performance of employees. To achieve 
this behaviour from the employee, motivation becomes a very important issue. There are 
several factors that motivate an employee to perform. There are two groups of motivational 
factors: Monetary factors (e.g. salaries or wages, bonuses and incentives) and non-
monetary factors (e.g, recognition, status, authority, job-security and working conditions).  
Motivation of employees plays a critical part in the performance management system and in 
the performance of any organisation.  
 
2.3.2 Employee development 
 
According to Saunders (2000), the performance evaluation system is used to identify training 
and developmental needs of an employee and as well as areas in which coaching could help 
the employee to improve. Managers only talk about the financial consequences of the 
individual's performance and not about the developmental side of the employee during 
performance evaluation. Hunt (2005) believes that the performance evaluation system has to 
reflect on the development and training of employees not only on the achievement of 
employees’ goals. Hunt (2005) also states that most of the time the evaluation of employees 
focuses on the performance review only not on the needs of the individual. He believes that 
training and career-development should also be considered. 
 
Employee development is a very important issue for the employees, as it indicates that the 
organisation cares about its own employees and wants them to develop. Most organisations 
invest in employee development, and when an organisation invests in the development of 
the employee, the employee in return works hard. The employees use their full skill, 
knowledge and effort to achieve the goals of the organisation (Elena, 2000).  Elena also 
believes that development is the responsibility of both employee and the organisation. The 
development of the employee depends on the individual. 
 
According to Chay and Bruvold (2003), most organisations do not consider employee 
development of much value, and the organisation focuses only on achieving its goals. The 
development of employee potential and other capabilities can result in better organisational 
performance (Tharenou, Saks, and Moore, 2007). The establishment of an effective link 
between the training and the development of an employee can improve the organisation’s 
sustainable competitive advantage and employee performance. This has been identified as 
both a challenge and an opportunity for managers. The development of employees in an 
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organisation depends on the perceived training opportunities (Dysvik and Kuvaas, 2008). 
Developing employees signals to employees that they are valued and respected by their 
organisation (Lee and Bruvold, 2003). 
 
The purpose of development is to select appropriate employees in different positions and 
nurture them to enhance their capabilities and contribution. The development of employees 
is part of an effective performance management system. The discussions about employee 
development should take place during the performance appraisal.  
 
2.3.3 Technology  
 
The general use of computers in firms has increased tremendously in the past decade for 
communication and sharing of information. Many studies have been conducted into the 
investigation of the impact of technology on improving the performance management system 
in the organisation.   
 
Alavi and Leidner (2001) are of the opinion that an organisation’s ability to create, identify, 
share, and apply knowledge directly affects its competitive advantage. Many organisations 
have made significant investments in implementing information technology specifically 
designed to support the sharing of knowledge and communication among teams and 
individual members in the organisation (Bock et al., 2005; Wasko and Faraj, 2005). 
Technology tools support knowledge management activities and provide features that 
encourage certain communication and collaboration practices that facilitate the effectiveness 
of the performance management system in an organisation.  
 
The technology can improve the performance management process. The web-based 
evaluation system could help to collect, display and decipher complex information, which 
encourages collaboration between managers and employees. There are some organisations 
that are currently using computer-based performance appraisal systems where an electronic 
form is used (Frank, 2003). Grote (2002) does not believe technology can improve 
performance management systems. He thinks that this is a bad idea because it does not 
enhance engagement between the manager and the employee.  
 
The web-based evaluation system becomes useful when it is used as a pre-evaluation 
method. The manager fills in the electronic form and the employee fills in his own electronic 
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form beforehand; this process must take place before the manager and the employee sit 
down for performance appraisal. This process gives the employee a chance to evaluate 
him/herself before his or her manager evaluates him or her. If the web-based evaluation 
form is filled in correctly and with honesty, it could help to shorten the time of performance 
appraisal by the manager and the employee. 
 
2.3.4 Ethics  
 
Northouse (2007) states that leadership is a process whereby an individual influences a 
group of individuals to achieve a common goal. Performance management systems have 
little chance of success unless the ethical actions and behaviour of top management are 
consistent with what they teach; ethics must indeed start at the top. Managers are 
responsible for the outcome of organisational goals and for setting the tone for employee 
behaviour that may include promotion, appraisal and strategies (Brown and Mitchell, 2010). 
Fisher and Lovell (2003) argue that negative examples of immoral behaviour by managers 
are like a “cancer” on ethical behaviour within organisations.  Employees want to work with 
managers that are fair, credible, respectful, and honest (Kouzes and Posner, 2007). Hunt 
(2005) believes that the appraisal system must be ethical, which means it should treat all 
races, age groups and genders fairly and equally in terms of rating, training, development 
and promotion. If this is not the case, then employees will not support the system and it will 
fail. If employees believe that the system treats people differently, the employees will lose 
confidence in the performance management system and in the organisation. The system 
should not only be concerned with the organisational goals, but also with moral and ethical 
issues too. A system must ensure that the same procedures and guidelines are used for 
everyone.  
 
Toor and Ofori (2009) argue that ethical leadership plays a very important role in the 
relationship between organisational culture and employee behaviour and outcomes. There 
are other important variables that are crucial to ethical leadership, to improving employee 
trust, employee commitment and job performance. Hosmer (1994) and Jones (1995, cited in 
Berrone et al., 2007), reveal that good ethics are good for business because they create 
positive externalities like trust and commitment by all stakeholders, and ensure the long-term 
performance of firms. Good and consistent ethical behaviour from managers guarantees 
trust in the effective performance management system in the firm. 
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2.3.5 Grievance  
 
Managers should be trained to be able to conduct one-to-one performance appraisal 
meetings with their employees and to deal with sensitive issues. The managers also need to 
be trained to manage discipline and grievance procedures if required. 
 
A good performance management system sometimes will result in perceived inaccuracies 
and biasness, which will lead to grievance and arbitration procedures (Hunt, 2005:62). This 
type of grievance process gives appraisees an opportunity to have their concerns addressed 
by an independent person if they feel that they have been treated unfairly. This process 
should be treated with care to avoid tension between the manager and the employee. Keary, 
Holt and Dooly (2003: 41) also stress that regular feedback sessions are very important to 
give managers an opportunity to document poor performance cases that may ultimately lead 
to a formal grievance hearing.  
 
The continuous feedback is very important in the performance management system to avoid 
surprises during the final performance appraisal. This process of continuous feedback will 
strengthen the performance management system’s unbiasedness and reduce the 
grievances. 
 
2.3.6 Employee factors  
 
The personal factor is one of the effectiveness indicators of a performance management 
system. People see, interpret and react to things differently in different situations. This theory 
also applies to the work situation. Some people do well on a day-to-day basis, but get 
difficult in the appraisal situation and others are difficult day to day but well in the appraisal 
situation (Moon, 1997). These employee factors can lead to appraisal raters sometimes 
giving a better performance appraisal rating than the actual performance warrants and vice 
versa. Training is necessary to empower employees to perform their daily work, but they 
should also have training to acquire skills in subjects such as negotiation and bargaining in 
order to achieve the best individual deal (Hunt, 2005). 
 
According to Hunt (2005: 72), employees need to understand and know how the 
performance management system works and exactly what is required of them so that the 
organisation can gain their buy-in. The training needs are one of the primary objectives of 
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the performance management system process.  The preparation for the appraisal discussion 
is very important for both employee and the manager, for the success of the system and the 
collection of accurate data before the interview, and this applies to both the employee and 
the manager. Fletcher-Porter (2003) also stresses the importance of preparation for the 
performance appraisal interview to help the employee to receive what he deserves from the 
employer.  
 
The confidence in the system is very crucial to gain full participation from employee with 
associated benefits. Gray (2002) believes that many employees are cynical about the 
performance evaluation results and the ability of the managers to perform the annual 
performance evaluation.  
 
The managers need to understand these employee factors and address them accordingly to 
avoid employees losing interest in the process. The perceived value of the process, 
motivation to improve performance after the review and perceived fairness of the whole 
process are very crucial for the improvement of the performance management system 
(Kreitner and Kinicki, 2007:490). 
 
2.3.7 Performance management factors  
 
One of the problems in the performance management approach is that it only focuses on 
what has been achieved and not how it has been achieved. Performance management 
evaluation fails to differentiate whether a target was met in spite or because of the 
appraisee's contribution (Moon, 1997).  A performance measure needs to be specific in 
terms of what is expected and be measurable in terms of output. According to Saunders 
(2000), performance objectives are the basis of a reliable performance appraisal system 
because they are a way to provide fair and accurate performance appraisals. The 
performance measures must be agreed upon first by both appraiser and appraisee. The 
targets must be realistic, challenging but achievable 
  
Hunt (2005) believes that the difficulty of assessing an individual in the context of the 
organisation is that the performance of the organisation often depends heavily on the 
effectiveness of other people. Hunt (2005, p.155) claims “if the organisation is not performing 
effectively, it cannot expect the individual employee to function effectively”. This means 
organisational performance is directly linked to employee performance (Anon., 2002). Grote 
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(2002) states that departmental objectives should be the most important source of goals, 
and not just connecting goals to the company mission. An employee cannot be responsible 
for an outcome that is beyond his or her control. The employee must be able to influence the 
success of the goal to a large degree.  
 
Employees should know what is expected of them and what their goals are. If an employee 
had problems in achieving the past year’s goals, then the goals for the coming year should 
include some developmental goals (Saunders, 2000: 22). By this the manager is 
encouraging and helping the employees to meet their objectives.  
 
To have an effective performance management system in the firm requires looking at many 
factors affecting the improvement of the performance management system.  The 
performance management system in the study is defined as a day-to-day process of 
establishing a shared understanding about what is to be achieved, and how it is to be 
achieved, and an approach to managing people. In the model the effective performance 
management system will be the dependent variable. The selected determinants of 
effectiveness of performance management systems will be investigated, namely leadership 
style, training, organisational culture, rewards system, and organisational communication. 
 
2.4 HYPOTHESISED MODEL TO IMPROVE A PERFORMANCE MANAGEMENT 
SYSTEM (PMS)  
 
The present study suggests that leadership style, training, organisational culture, reward 
systems and organisational communication are key determinants of improving the PMS.  
These hypothesised relationships are now discussed. 
 
2.4.1 Leadership style 
 
According to Bass and Riggio (2006), leadership styles refer to sets of behaviours that 
leaders employ to influence the behaviours of subordinates. There are two types of 
leadership style that can really influence the employees to adopt good behaviour and be 
able to meet their targets in any organisation. These are transformational and transactional 
leadership styles. Bass and Riggio (2006) suggest that the transformational leadership style 
consists of four elements that can help employees to meet their target and enjoy good 
behaviour, namely 1) the leader acts as a role model (Influences the team or individual), 2) 
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the leader provides meaning and challenge to subordinates’ work (motivation to employees), 
3) the leader encourages subordinates to be creative and approach problems in news ways, 
and 4) the leader pays attention to the individual employee’s needs and provides coaching 
and mentoring.  
 
Transactional leadership consists of two elements, namely 1) where the leader obtains an 
employee’s agreement on what needs to be done in exchange for the promised reward, and 
2) management-by-exception, either actively, by monitoring deviances from standards and 
taking action to correct these, or passively, by pointing out mistakes when they have already 
occurred. Chung and Lo (2007) conceptualize that leadership is a process that consists of 
specific traits that influence groups of people to work together towards accomplishing 
common goals. Van Wart (2004) argues that leadership is a complicated process that 
requires leadership recognition that each situation in an organisation is unique.  
 
Pulakos and O’Leary (2011) state that performance management processes rarely work well 
because they involve burdensome administrative steps, processes, and tools that are 
disconnected from day-to-day activities and fail during implementation.  
 
Leadership has been regarded as an important component in the commitment process. In 
general, leader behaviour, supportiveness, and receptiveness to employees’ needs have 
been examined as predecessor variables in regard to affective and normative commitment 
(Lok, Westwood, and Crawford, 2005). Corporate leadership training programmes designed 
for first-level managers commonly include sessions on communication and behaviour (Reid 
and Reid, 2003). An important part of transforming an organisation requires the employment 
of various leadership behaviours adapting the leadership style to the unique situation 
experienced in business (Oshagbemi and Ocholi, 2006). Job satisfaction has been linked to  
the employees who perceive their managers as supportive.  A supportive manager shares 
values, believes in a balance of power, and provides opportunities for open dialogue with 
employees, which in turn reduces the chances of internal conflicts.   
 
Randall and Borg (2008) state that leaders play an important role in defining an environment 
in which employees can succeed and experience well-being. Alvesson and Sveningsson 
(2003) propose a rethinking of leadership, taking seriously the mundane, almost trivial, 
aspects of what managers and leaders actually do. A particular behaviour by the leader, or a 
part of a particular leadership style can inherently be either stressful or positive for 
employees, and as a result influence their behaviour and level of commitment. Leader 
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behaviours such as support, empowerment and a high-quality relationship between leaders 
and their employees might result in better behaviour and improve the performance of the 
employees. Yukl, Gordon and Taber (2002) mention that there are two types of behaviours, 
namely (1) task behaviours and (2) relationship behaviours. Task behaviours focus on the 
completion of targets for attaining an organisation’s goals. In contrast, relationship 
behaviours centre on people and the manner in which an organisation’s goals directly affect 
the success of individuals in conjunction with those of the organisation (Northouse, 2010). 
May, Gilson and Harter (2004) argue that a supportive leader who shows concern for 
employees’ needs and feelings, who provides positive feedback and encourages employees 
to voice their unhappiness, and develops employees’ skills and solves their work-related 
problems, will enhance the self-determination of employees to meet their targets and adopt 
good behaviour at work. Such individuals will feel safer in engaging in their work.  
 
Against the above-mentioned background, the following hypothesis is formulated: 
 
H1: Leadership style exerts a positive influence on a performance management system  
 
2.4.2 Training 
 
Kusluvan and Kusluvan (2000) claim that the achieving of excellence and service quality and 
making customers happy and loyal, depends on the performance and behaviour of 
employees.  Training is one of the most important investments in any organisation, whether 
private or public. Training is a learning process that involves the acquisition of knowledge, 
sharpening of skills, concepts, rules, or changing of attitudes and behaviours to enhance the 
performance of employees. Investment in training brings an advantage to organisations 
because training enhances organisational performance. It increases the skills, motivation 
and knowledge of employees. Thus, the intellectual capital of organisations is increased. 
The literature on training suggests that organisational training and organisational 
commitment are significantly associated with each other (Bartlett and Kang, 2004; 
Sabuncuoglu, 2007). The better organisations are continuously investing sufficiently in 
training, and these organisational commitments are determined by the degree of employees’ 
acceptance of the organisation’s strategies and culture, willingness to work on behalf of the 
organisation with strong motivation and to remain in the organisation (Porter et al., 1974). 
The training of employees contributes to the performance of individuals and leads to better 
team and organisational performance. Human capital is the most usefulorganisational asset 
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because it provides the core element of sustainable competitive advantage. According to 
Kanter (2006), competitive conditions force organisations to innovate to sustain their 
competitive position but the people who are instrumental in enabling their organisations to 
achieve their goals are still being neglected.  
 
Employee training is at the heart of modern management practice in any organisation 
(Purcell, 2000). Organisational training is the core element of HR management functions, 
along with the other HR activities, such as recruitment and selection. Sabuncuoglu (2007) 
states that organisational training refers to systematic activities to develop and improve 
employees’ skills, knowledge and behaviours to enable them to perform job-related duties, 
accomplish specific tasks and meet the quality requirements. The demand for improved 
quality and higher production targets means that the training of workers and the constant 
refreshment of their skills is a crucial component of any organisational strategy. It is not just 
the manufacturing processes that need to be learned, but the overall company philosophy 
which often drives the processes themselves. A further complication is the growing 
globalisation of the manufacturing supply chain, which creates a need to ensure consistency 
in the skill levels of managers and employees around the world.  
 
Boon and Arumugam (2006) and Lam and Zhang (2003) argue that access to organisational 
training opportunities is an important factor in strong corporate culture and is positively 
related to organisational commitment and employee performance. Organisations with higher 
levels of access to training programmes will be more likely to increase the number of 
committed employees in the organisation (Bartlett and Kang, 2004). Employees view 
effective training as an indication that the company is willing to invest in them and cares 
about them (Chiang and Jang, 2008). The effective training results in the better performance 
of the employees and makes the company become globally competitive.   
 
Job training and skill development play a central role in the formation of job skills and 
consequent wage growth (Kawaguchi, 2006). The effective training of employees will result 
in a better performance management system in the organisation. The employees will know 
what is expected of them and what the targets are for the year. An employee's performance 
directly influences the organisational effectiveness. Men and women should be motivated 
equally. Eliminate inequality and give equal importance to both. The employees’ 
performance improves when they are involved in decision making for the organisation (Khan, 
2012). 
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An employee performance management system reflects a process that companies use to 
ensure their employees are contributing to producing a high quality product or service. 
Training is needed to ease the performance of employees; if employees are properly trained 
they will be well aware of their job specifications, the skills needed to perform a job well and 
will be able to use new technology. Then their motivation level will be increased, which will 
also be beneficial in the enhancement of performance and the working environment and 
improved management behaviour will also result in maximized performance that will help to 
achieve the organisational goals effectively. When employees are given training, they feel 
some betterment in their own performance and hence work better to achieve personal and 
organisational goals. Training can be defined as a learning process that Involves the 
acquisition of knowledge, sharpening of skills, concepts, rules, or changing of attitudes and 
behaviours to enhance the performance of employees.  
 
According to Kaufman and Hotchkiss (2006), training is of growing importance to companies 
seeking to gain an advantage among competitors. Training affects both the employee and 
organisational goals. Accordingly, once a training program has been completed, worker 
productivity is expected to increase. The benefits will be to the company, due to an increase 
in worker output and productivity, and to the worker, as the increase in output should 
translate into higher wages and opportunities for career advancement.  Managers are 
responsible for assigning the training programmes to employees who are performing 
relatively well so that they can continue performing well and to those workers who are 
performing below the standards so that they can improve their performance. This process 
will help all the employees and teams to meet their targets and help the employees to 
improve their behaviour.  Increasing employees’ perceived access to training programmes 
would be a more productive approach than simply requiring participation in a predetermined 
number of training events each year (Bartlett and Kang, 2004). 
 
Against the background of the preceding literature review, the following hypothesis is 
formulated: 
 
H2: Training exerts a positive influence on a performance management system 
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2.4.3 Organisational culture 
 
Organisational culture refers to the beliefs and values that have existed in an organisation 
for a long time, and to the beliefs of the staff and the foreseen value of their work that will 
influence their attitudes and behaviour. According to Morgan (2002), the culture is an active 
living phenomenon through which people jointly create and recreate the worlds in which they 
live. Organisational culture provides a framework for using conceptual work and scholarship 
to improve an organisation’s effectiveness. Cameron and Quinn (2006) argue that it is 
difficult to find a highly successful company that does not have a unique, readily identifiable 
organisational culture because of its powerful effect on performance and long-term 
effectiveness.  
 
According to the Stewart (2010), norms and values of organisational culture are highly 
influenced by those who are directly or indirectly involved with the organisation. He also 
believes that these norms are invisible but have a great impact on the performance of 
employees and profitability. He also suggests that norms and values are the first thing to 
look at in the organisational culture. The organisational culture influences the employee’s job 
performance. Robbins and Coulter (2005) describe organisational culture as the shared 
values, beliefs, or perceptions held by employees within an organisation or organisational 
unit. Because organisational culture reflects the values, beliefs and behavioural norms that 
are used by employees in an organisation to give meaning to the situations that they 
encounter, it can influence the attitudes and behaviour of the staff and how they meet the 
targets. The definition of organisational culture reflects the belief that it can guide staff in 
knowing what to do and what not to do, including practices, values, and assumptions about 
their work.  
 
According to most writers, the study of organisational culture is not a recent phenomenon. 
The initial studies of culture in organisations can be traced back to the early 1930s (Trice 
and Beyer, 1993). According to Kowalezyk and Pawlish (2002) and Mycek (2000), 
organisational culture influences the communication skills and decision-making processes of 
the organisation’s members and affects its integrity; it also shapes the organisation’s level of 
socialisation and learning. Kowalczyk and Pawlish (2002) associate the importance of 
organisational culture with an organisation’s competitive advantage, adaptability, and level of 
innovation; the culture of an organisation affects the organisational system operations, 
productivity, leadership actions (Shaw, 2002; Taylor, 2003), performance and organisational 
effectiveness (Parry, 2004), and employees’ commitment (Mycek, 2000; Parry, 2004; 
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Webster, 2004) and behaviours (Atchison, 2002). The change in organisations is universal 
and due to the extent of change in the external environment. Culture occurs as people within 
organisations learn how to deal with these changes or uncertainties. It gives them accepted 
ways of expressing and confirming their beliefs, values and norms.  
 
According to Rollinson (2005), the organisational culture proposes the way things should be 
done by the employees. Most of the time people exercise word culture to express the pattern 
of individual behaviour. Culture sets the boundaries by providing employees with a set of 
normative rules to regulate certain aspects of their behaviour which gives rise to attitudes, 
motivations and a sense of shared identity that contributes to organisations’ effectiveness. 
No change will provide sustainable performance unless an organisation’s culture and 
employees are fully prepared and aligned to support that change. Culture is what 
distinguishes truly high-performing organisations from the rest (Ortiz and Arnborg, 2005). 
Culture studies highlight the importance of the culture of a work group which has a great 
impact on productivity. Kotter and Heskett (1992) state that corporate culture has a 
significant effect on an organisation’s long-term sustainability and economic performance. 
They also believe that organisations with a deeply entrenched culture had greater revenue 
increases, larger workforce expansions, larger increases in share prices, and larger 
improvements in net income than their counterparts with weaker cultures. 
 
Strong culture in the organisation is very helpful to improve the performance of the 
employees and will leads to goal achievement and increases in the overall performance of 
the organisation.  Employee performance reflects the ability of employees to reach their 
goals whether personal or organisational, by using resources efficiently and effectively (Daft, 
2000). Ricardo and Wade (2001) assert that performance and productivity are two different 
things. Productivity reflects the volume of work done within the period while performance is 
an indicator of productivity, consistency, and quality of work. He also suggests that result 
oriented culture demands a high level of education and management as well as leadership 
skills. An organisation that has a strong culture has common values and codes of conduct 
for its employees, which should help them achieve their missions and goals. Work 
recognition and job satisfaction can be achieved when employees complete the tasks 
assigned to them by the organisation.  
 
Virtanen (2000) states that commitment has been defined as employees’ acceptance of 
organisational goals; the idea of employees sharing values, goals and assumptions, as 
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demonstrated by the organisational culture concept, has been seen as an indication of  
being committed to the organisation.  
 
The employees’ engagement in cooperative behaviour is crucial in the firms’ value creation 
and competitive advantage. Organisations need their employees to engage in flexible 
behaviours extending beyond formal job requirements.  
 
Against the above-mentioned background, the following hypothesis is formulated: 
 
H3: Organisational culture exerts a positive influence on a performance management 
system 
 
2.4.4 Reward system 
 
According to Kerr and Slocum (2005), a reward system is concerned with two major issues, 
performance and rewards. Performance is defined by evaluating performance and providing 
employees with feedback about known goals and targets. Rewards include bonus, salary 
increase, promotions, stock awards, etc.   
 
Employees are the human capital of any organisation. The objective of the reward system is 
to encourage desired employee behaviours to ensure the success of human resource 
strategies. Organisations have the capacity to reward employees in many ways (Lawler and 
Worley, 2006). To attract and motivate employees, the organisation must implement a 
reward system. The designing and implementation of an appropriate reward system that 
complements human resource strategies and fits business competitive strategies is an 
important issue.  
 
Passion always comes from within, but it can be nurtured and encouraged by a system of 
recognition and reward. Praise does not have to be over the top; frequent, small gestures of 
appreciation are also welcome (be specific about how the team member’s work benefits the 
company). Meaningful reward and recognition is one of the fundamentals for practical 
performance, which will in turn influence organisational performance. Fay and Thompson 
(2001) argue that reward systems have a critical role in determining the organisation’s ability 
to attract high quality potential employees and to retain high performing employees to 
achieve greater levels of quality and performance. 
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Ismail (2007) states that compensation or rewarding employees is the most complex and 
sensitive human resource management function. Reward systems are used to motivate 
employees to behave and operate in a manner that ensures the full recognition of 
organisational goals and interests. The main advantage of using reward payment systems is 
the possibility of attracting, securing, and retaining employees to support organisational 
strategy and objectives. Reward systems can be intrinsic and extrinsic. Intrinsic involves the 
feeling of satisfaction that the job is completed or a goal is scored. Intrinsic rewards typically 
include achievement, satisfaction, and personal growth and recognition. Extrinsic implies a 
tangible way of rewarding. This method of rewarding is usually direct (fixed and variable 
wage), or indirect. Extrinsic involves incentives, benefits, and advancement to formal 
recognition. The extrinsic includes pension and disability insurance, health insurance, days 
off, vacations. Such parts of the material benefits of employees are very diverse and in 
modern organisations are highly developed, so they account for an increasing proportion of 
total labour costs.  
 
According to Heneman (2005), merit pay is a program that determines differing reward 
amounts according to the employee's performance level. Pay-for-performance programs are 
in place in many organisations, but only a few organisations specify the goals of their 
performance management system, evaluate whether or not the goals are achieved, or align 
the goals with the organisation's strategic plans. For the reward system to be effective, the 
organisation must determine the effectiveness of aligning individual performance goals with 
institutional goals and better linking of performance with rewards, as this will result in fair 
rewards for all employees. Pay-for-performance is also a widely used strategy to improve the 
job performance and behaviour of employees in organisational settings (Gerhart and Rynes, 
2003; White, 2006). The basic concept entails offering employees’ financial incentives to 
achieve assigned performance goals related to productivity, quality, or efficiency (Durham 
and Bartol, 2000; Rynes, Gerhart and Parks, 2005). Risher (2005) believes this type of 
incentive plan has long been a key feature of compensation policies in the private sector and 
more recently has gained favour in the public sector.  
 
Marsden (2004) states that the proper reward system can facilitate some outcomes, 
including employee behaviours and teams across functional coordination in the organisation. 
Reward system design and reward decisions can affect business performance because they 
can have a positive influence on alignment with employee interests (Gerhart, 2000).  Reward 
system can have a positive effect on employees’ behaviour and meeting of targets. Rewards 
influence behaviour and are intended to align individual targets with organisational goals.  
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Organisations often look to employees to provide a creative solution to an important problem 
(Adler and Chen 2011). As a result management has a challenge in designing performance 
evaluation and reward systems that promote good employee behaviour and a culture of 
meeting set targets (Kaplan and Norton 1996). Tying rewards to a group-based measure of 
creativity can potentially enhance group creativity by increasing collaborative efforts (Toubia, 
2006). Rewards influence behaviour and are intended to align individual targets with 
organisational goals. 
  
Against the above-mentioned background, the following hypothesis is formulated: 
 
H4: Reward systems exert a positive influence on a performance management system 
 
2.4.5 Organisational communication 
 
Employees need to have adequate information regarding performance expectations as they 
are required to contribute on the basis of such communication. Employees always seek 
information, in terms of what is expected of them, where they and their department fit in the 
overall goals, and what the company’s plans are for the future. Management can 
communicate these issues in a clear and consistent manner in order to build awareness, and 
in the process they signal the importance of these issues to employees, by sharing this 
information and creating an open environment, HR responsibilities are,  to a certain extent, 
devolved. Such a configuration may be geared to securing commitment from both line 
managers and employees, enhancing perceptions of employer-employee partnerships and 
promoting an integrative work climate (Whittaker and Marchington, 2003).  
 
Tucker and Edmondson (2003) believe that feedback from all levels of the organisation is 
important to make improvements in employee behaviour.  While most leaders agree on the 
value of upward communication and its role in organisational effectiveness, many 
organisations struggle with upward communication of both negative and positive information 
(Milliken, Morrison and Hewlin, 2003). It is important for leaders to receive honest upward 
feedback from individuals throughout all levels of the organisation (Detert and Burris 2007).  
 
According to Judge et al. (2001), the relationship between job satisfaction and performance 
focuses on the end-result outcome criteria that include task performance and employee 
productivity. Kanaga and Prestridge (2002) believe that an open and less hierarchical 
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structure between the leader and employees would increase performance and members’ 
accountabilities. Hirst and Mann (2004) suggest that a leader who ensures the task 
accountability of the communication structure would enhance performance of the team. The 
support services for problem solving include open communication, information and 
knowledge critical to employee performance and behaviour.  
 
Employees are one of the most important strategic constituencies in any organisation. 
Employees informally play the role of public relations as they interact with publics outside the 
organisation; the communication behaviour of employees who come in direct contact with 
the external public is important because it is perceived to be more neutral. Center and 
Jackson (2003) suggest that employees’ communicative actions can greatly affect customer 
satisfaction and organisational performance.  
 
Against the above-mentioned background, the following hypothesis is formulated: 
 
H5: Organisational communication exerts a positive influence on a performance 
management system 
 
The above-mentioned hypotheses are graphically depicted in Figure 2.1. 
 
FIGURE 2.1: HYPOTHESISED MODEL TO IMPROVE PERFORMANCE MANAGEMENT 
SYSTEMS 
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2.5 CHAPTER SUMMARY 
 
The above study defined the basic factors that affect the effective performance management 
system, namely leadership style, training, organisational culture, rewards system and 
organisational communication. There is agreement in the literature that an effective 
performance management system is a very critical factor in the success of employee and 
organisational performance. A performance management system is becoming a critical 
factor for the organisational competitive edge in global competition.   
 
The literature shows that the correct implementation of a performance management system 
in a firm can change the behaviour and commitments of employees towards improving their 
performance and meeting their objectives. The following chapter will discuss the 
hypothesised model to improve the performance management system and the methodology 
to test the model and also the validity and reliability assessments of the instruments that 
were used in the study. 
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CHAPTER THREE 
 
METHODOLOGY OF THE STUDY 
 
 
3.1 INTRODUCTION 
 
In Chapter Two the literature that deals with the factors influencing the performance 
management system was discussed. The purpose of this chapter is to discuss the research 
methodology used including the data analysis conducted in the study. The discussion in 
Chapter Three will cover the research paradigm, sampling, data collection, validity and 
reliability. 
 
3.2 THE RESEARCH PARADIGM  
 
The paradigm is a broad view or perspective on something. There are two main research 
paradigms, namely the positivistic (quantitative) and phenomenological (qualitative) 
paradigms (Collis and Hussey, 2003). The two paradigms are discussed next. 
 
3.2.1 Phenomenological paradigm 
 
The qualitative paradigm emphasises the universal view of the person and this paradigm 
supports the view that there are multiple realities and truths (Weaver and Olson, 2006). The 
qualitative method provides an opportunity for the concerns and voices of participants to be 
heard. The qualitative method is focused more on uncovering knowledge about how people 
think and feel about the circumstance in which they find themselves than drawing 
conclusions about the validity of the feelings and thoughts (Weaver and Olson, 2006). 
 
Qualitative research is not based on a single methodology and it does not belong to a single 
discipline (Denzin and Lincoln, 2005). Qualitative research draws on philosophical ideas in 
phenomenology and interaction with other traditions to support giving attention to quality not 
quantity (Brewer, 2003). According to Leedy and Ormrod (2001), this paradigm is about the 
researcher’s ability to make sense of interpreting what is critical for him and her in 
understanding any social phenomenon. They also believe that this paradigm is used to 
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answer questions about the complex nature of phenomena with the objective of 
understanding the phenomena from the interviewer’s point of view. 
According to Kirk and Miller (1986), the strengths of the qualitative paradigm include: 
 
- Obtaining a more realistic feeling of the world that cannot be experienced in 
numerical data and statistical analysis. 
- Flexible ways to perform data collection and interpretation of collected information.  
- Ability to interact with those interviewed in their own language and on their own terms  
 
Qualitative research is more psychological and profound. The method of collecting data in 
the qualitative paradigm involves history records, interviews, documents and observations. 
 
3.2.2 Positivistic paradigm 
 
The quantitative method is a research approach that explains phenomena according to 
numerical data and this information is analysed by means of mathematically based methods. 
In a broader context, quantitative research is defined as a type of empirical research into a 
social human problem testing a theory consisting of variables which are measured with 
numbers and analysed by means of statistics in order to find out if the theory explains the 
phenomena of interest (Creswell, 1994; Gay and Airasian, 2000).  
 
Quantitative research work is about building theory first and then developing the hypotheses 
that are  to be tested. The research mostly focuses finally on the implications of the results 
(Bansal and Corley, 2012). Lincoln and Guba (2000) argue that the researcher should not 
influence and interfere with the research process, because that can lead to a biased 
interpretation of the results. The quantitative paradigm measurement should be reliable, 
valid, and generalizable in its clear prediction of cause and effect. Quantitative research 
designs are either descriptive (subjects usually measured once) or experimental (subjects 
measured before and after a treatment).  
 
Quantitative research is about the objective measurement of specific consumer behaviours 
and attitudes. The quantitative research aims are to determine the relationship between an 
independent variable and a dependent variable in a population. Adler (1996) argues that 
quantitative research is useful in answering questions such as who, where, how many, how 
much, and what is the relationship between specific variables. 
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 3.2.3 Differences between quantitative and qualitative research 
 
The difference between quantitative and qualitative research can be summarised clearly in 
table format. Table 3.1 outlines the differences between the two research methods. 
 
TABLE 3.1 DIFFERENCES BETWEEN QUALITATIVE AND QUANTITATIVE RESEARCH 
Quantitative Qualitative 
Objective Subjective 
Research questions: How many? 
Strength of association? 
Research questions: What? Why? 
Can be valid and reliable: largely depends on 
the measurement device or instrument used 
Can be valid and reliable: largely depends on 
skill and rigour of the researcher 
Literature review must be done early in study Literature review may be done as study 
progresses or afterwards 
Surveys, structured interviews and 
observations, and reviews of records or 
documents for numeric information 
Methods include focus groups, in-depth 
interviews, and reviews of documents for 
types of themes 
Subjects variables to frequency distributions, 
cross-tabulations or other statistical procedures. 
Subjects responses, 
narratives or observation data to identification 
of themes and describes these 
Reports on statistical analysis. 
Basic element of analysis is numbers 
Reports rich narrative, individual; 
interpretation. Basic element of analysis is 
words/ideas. 
Establishes relationships, causation Describes meaning, discovery 
Uses instruments Uses communications and observation 
Strives for generalization 
Generalizations lead to prediction, 
explanation, and understanding 
Strives for uniqueness 
Patterns and theories developed for 
understanding 
Highly controlled setting: experimental setting 
(outcome oriented) 
Flexible approach: natural setting (process 
oriented) 
Sample size: large Sample size is not a concern; seeks 
"informal rich" sample 
 Source: adapted from Bergman (2008); Cohen, Manion and Marrison (2007); 
 Creswell (2007); Patton (2002)         
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3.3 The sample 
 
It is not possible to study the whole population of interest. To gain information about the 
population of interest and to draw inferences about the population, a sample is used (Lind, 
Marchal, and Wathen, 2008). Coldwell and Herbst (2004) argue that sampling is a process 
to select a unit from a population of interest for the purpose of determining some 
characteristics of the population. Using a sample helps the researchers to acquire detailed 
information and saves much time and money  
 
There are a number of sampling methods one can use but the choice of the right method is 
determined by the nature of the study and the type of research questions and hypotheses. 
There are two most used sampling categories, namely probability and non-probability 
sampling. There are many different types of probability sampling such as simple random 
sampling, systematic random sampling, stratified random sampling and cluster sampling 
(Lind, Marchal and Wathen, 2008). Non-probability sampling makes use of judgmental 
sampling, convenience sampling and purposeful or judgement sampling (McMillan and 
Schumacher, 2006) 
 
According to Collis and Hussey (2003), snowball and stratified sampling are associated with 
phenomenological studies where it is essential to include people with experience of the 
phenomena being studied in the sample.  Snowball sampling is used when constructing the 
questionnaires directed at the selected company identified. 
 
One hundred and fifty (150) questionnaires were distributed and only 76 usable 
questionnaires were received back, which constitutes a response of 50.7 percent. The 
responses that were not received represent 49.3 percent of the sample. The response rate is 
shown in Figure 3.1. 
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FIGURE 3.1: RESPONSE RATE 
 
 
Figure 3.2 shows the sample of 76 respondents according to gender. Altogether 55 percent 
was represented by a female. The results indicate 45 percent of respondents were male. 
 
FIGURE 3.2: RESPONDENTS ACCORDING TO GENDER 
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The biographical data were analysed on the basis of gender, age, qualification and years of 
service at the company. The various Figures give a summary of the biographical data. 
 
Figure 3.3 below gives information about age. Some 30 percent of respondents are between 
the ages of 20-29, the group age of 30-39 represents 55 percent, 12 percent are in age 
group 40-49 and 3 percent of respondents in age group 50-59. The study shows that 70 
percent of respondents are older than 30 years old. This indicates the level of maturity of the 
firm’s employees. This could be beneficial to the firm in the sense that mature employees 
can differentiate between right and wrong.  
 
 
FIGURE 3.3: NUMBER OF RESPONDENTS BY AGE 
 
 
 
Figure 3.4 shows the sample of 76 respondents. Some 37 percent are represented by 
respondents with less than five years of experience;  47 percent are represented by 
employees with 5 – 9 years of experience.  The 10 – 14 years of experience group is 
represented by 13 percent and the respondents with three percent have between 15 – 19 
years of experience. This information shows that the sampled respondents are familiar with 
the firm’s performance management system. More than 63 percent of the respondents have 
spent more than five years working for the firm. 
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FIGURE 3.4: RESPONSE RATE BY YEARS OF EXPERIENCE 
 
 
The comprehensive range of qualifications is not shocking because the company is 
encouraging employees to develop themselves. The company offers bursaries for the 
employees who want to further their studies. Most of the respondents (58 percent) held a 
post-matric qualification. The response rate is shown in Figure 3.5. 
  
FIGURE 3.5: RESPONSE RATE BY QUALIFICATION 
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The sample of 76 respondents shows that there is a lack of knowledge about the training 
department of the firm on the part of the employees. Some 51 percent of the respondents 
believe that a training department does exist in the company, but 49 percent of the 
respondents believe that there is no training department in the company. The response rate 
is shown in Figure 3.6. 
 
FIGURE 3.6: RESPONSE RATE FOR TRAINING DEPARTMENT 
 
 
Figure 3.7 shows the sample of 76 respondents.  Some 55 percent of the respondents did 
receive training in the performance management system and 45 percent did not receive 
training in the performance management system.  
 
The largest group of 41 percent has been with the employer for 5 to 9 years; 28 percent of 
respondents have been with the company for less than 5 years, with 22 percent between 10 
-14 years and 9 percent between 15 and 19 years. This confirms that the respondents have 
enough knowledge and experience of the company’s performance management system.  
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FIGURE 3.7: RESPONSE RATE FOR TRAINED IN PMS 
 
 
TABLE 3.2: LEVEL OF HOME LANGUAGE, POSITION AND YEARS OF EXPERIENCE 
Please indicate your work experience with the current 
employer 
No of Years No of Responses Percentage 
< 5 years 21 28% 
5 – 9 31 41% 
10 – 14 17 22% 
15 – 19 7 9% 
TOTAL 76 100% 
Please indicate your home language 
IsiXhosa 57 75% 
English 7 9% 
Afrikaans 10 13% 
Other 2 3% 
TOTAL 76 100% 
What is your position? 
Operator 26 34% 
Technician 26 34% 
Engineer 5 7% 
Supervisor 9 12% 
Analyst 5 7% 
Other 5 7% 
TOTAL 76 100% 
 
Most of the South Africa languages were represented in the study. The majority of the 
participants are Xhosa-speaking people who made up 75 percent. Other languages involved 
were isiZulu (1.5 percent), Afrikaans (13 percent), English (9 percent) and TshiVenda (1.5 
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percent). Most of the respondents are operators (34 percent) technicians make up 34 
percent of the company, while 12 percent are supervisors. Engineers, analysts and others 
represent 7 percent each. The response rate is shown in Table 3.2 above. 
 
3.4 THE MEASURING INSTRUMENTS 
 
Collis and Hussey (2003: 173) are of the opinion that a questionnaire is a wisely planned list 
of questions used to achieve reliable responses from a sample. The objective of 
questionnaires is to find out what selected participants feel and think. The precision of the 
measuring instrument affects the accuracy of results, generalisations made and the 
conclusions drawn from the study. All questions in the questionnaire were closed questions. 
 
The measuring instruments were constructed to measure the independent variables in the 
hypothesis model after the thorough literature review had been done in chapter two. The 
ultimate questionnaire comprised of 54 items. There were twelve (12) questions on 
leadership style, the instruments to measure training consisted of 10 items, there were 13 
questions on organisational culture, the instruments to measure the reward system 
consisted of 9 questions and the instruments to measure organisational communication 
consisted of 10 questions. 
 
The statements were anchored to a 5-point Likert scale ranging from (1) strongly disagree to 
(5) strongly agree. The measuring instruments are shown in Annexure B. The STATISTICA 
Version 10 (2010) computer software program was used to conduct the statistical analyses 
in the study. 
  
3.5 THE VALIDITY OF THE MEASURING INSTRUMENTS 
 
According to Whitelaw (2001), reliability and validity examine the fitness of measure.   
Cooper and Emory (1994) and Zikmund (2000) are of the opinion that validity reflects the 
accuracy of the measurement method and the ability to measure what it is intended to 
measure. There are two categories of validity, namely external and internal validities 
(Saunders et al., 2009). External validity refers to data generalisation across population, 
persons and times and internal validity refers to how closely the research design follows the 
principle of cause and effect, which means the ability of instruments to measure what is 
supposed to be measured (Neuman, 2005). There are different types of internal validity: 
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- Face validity – refers to the estimate of the degree to which a measure is clearly and 
unambiguously assessing the construct it purports to assess.   
- Content validity – refers to the estimate of how much a measure represents every 
single element of a construct. The methods of evaluation could be judgmental  
- Criteria validity - refers to the extent to which one measure estimates or predicts the 
values of another measure.  
- Construct validity – refers to the “degree to which a measure/scale confirms a 
network of related hypotheses generated from theory based on the concepts” 
(Zikmund, 2000). 
 
In this research study, the instruments used showed good content validity and face validity 
as the measuring items were based on the in-depth literature review of the variables that 
were to be measured. 
 
3.6 THE RELIABILITY OF THE MEASURING INSTRUMENTS 
 
Reliability is the extent to which a test, observation or any measurement can produce the 
same results on repeated testing. Collins and Hussey (2003:173) are of the opinion that the 
findings are reliable when two or more tests produce the same results. Results are reliable 
when the measurement is free from random error and gives consistent results. This indicates 
the consistency of the measurement device and refers to the accuracy and precision of a 
measurement procedure; this can be expressed in terms of stability (Cooper and Schindler, 
2003). According to Cook (2009), reliability is ideal when the sample size is 200 or more 
people.  
 
According to Leedy and Ormrod (2001), there are processes to be followed to improve the 
reliability of a measurement. 
 
- The verification of the instrument should be standardised and administered in a 
consistent manner.  
- The people or operators using the machine should be well trained so that they can 
obtain similar results.  
 
There are different types of reliability (Rosenthal and Rosnow, 1991; Trochim, 2006). 
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- Interrater reliability – refers to the method used to measure the degree to which   
different raters give consistent estimates of the same occurrence. 
- Parallel-form reliability – refers to the method used to measure the stability of the 
results of two tests created in the same way from the same content area. 
- Test-retest reliability – refers to the method used to measure the stability of a test 
from one measurement interval to another, and  
- Internal consistency reliability – refers to the consistency of results among items on 
the test or instruments measuring the same thing. 
 
In the study, the Cronbach alpha was calculated to measure the reliability of the measuring 
instruments.  Cronbach’s alpha values are expressed on a scale of 0 to 1. For the Cronbach 
reliability coefficient, reliabilities less than 0.60 are considered to be  poor, 0.60 to 0.70 
considered fair, between 0.70 and 0.80 are considered to be  good and coefficients over 
0.80 are considered to be very good (Zikmund et al., 2010). The results of the study are 
shown in Table 3.3. All Cronbach alpha coefficients were above 0.78 and were regarded as 
very good. 
 
TABLE 3.3: CRONBACH ALPHA VALUES OF MEASURING INSTRUMENTS 
MEASURING INSTRUMENTS ALPHA VALUE 
Leadership style 0.80 
Training 0.86 
Organisational culture 0.89 
Rewards system 0.79 
Organisational communication 0.85 
Performance management system 0.86 
 
3.7 SUMMARY 
 
This chapter discussed the research methodology used in the study. The research methods, 
sample, validity and reliability were explained. This chapter also discussed the biographical 
data of the study. The next chapter will discuss the empirical results of the study.  
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CHAPTER 4 
 
THE EMPIRICAL RESULTS 
 
 
4.1 INTRODUCTION 
 
The empirical results of the study are discussed in this chapter. These results come from two 
sets of data analysis: descriptive statistics and multiple regression analysis. The simple 
regression result reveals the alleged relationship between the variables in the hypothesised 
model.  The descriptive statistics reflect the opinions of the employees on the importance of 
the performance management system in their company. 
 
4.2 EMPIRICAL RESULTS: MULTIPLE REGRESSION ANALYSIS 
 
To test the relationship between the dependent variable performance management system 
and independent variables: leadership, training, organisational culture, rewards system and 
organisational communication, the STATISTICA Version 10.0 computer software program 
was used. Multiple regression analysis was conducted and the results are displayed in Table 
4.1 
 
TABLE 4.1: MULTIPLE REGRESSION ANALYSIS 
Dependent variable:  Performance management system 
r² = 0.81148366 
F(5,70) = 60.264, p < 0.001  
 b* Std.Err. 
- of b* 
b Std.Err. - 
of b 
t(70) p-value 
Intercept   0.300977 0.185083 1.62617 0.10840 
Leadership style 0.08920 0.09288 0.093857 0.097727 0.96039 0.34016 
Training 0.22717 0.09906 0.211147 0.092081 2.29306 0.02485* 
Organisational 
culture 
0.28205 0.13620 0.249216 0.120343 2.07088 0.04205* 
Reward system 0.20745 0.09057 0.193894 0.084655 2.29040 0.02501* 
Organisational 
communication 
0.18460 0.11609 0.168774 0.106145 1.59040 0.11633 
Note:  * = significant at p < 0.05  
** = significant at p < 0.01 
*** = significant at p < 0.001 
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The main independent variables that are significantly positively related to the performance 
management system are training (r = 0.23, p < 0.05), organisational culture (r = 0.28, p < 
0.05) and reward system (r = 0.21, p <0.05). The other two, leadership style and 
organisational communication, are not significantly related to the performance management 
system. 
 
4.2.1 The influence of leadership style on improving the performance management 
system 
 
The following hypotheses were formulated in this regard: 
 
H01: Leadership style exerts no positive influence on a performance management system 
H1: Leadership style exerts a positive influence on a performance management system   
 
The respondents’ results show that the leadership style does not influence the performance 
management system significantly. The alternative hypothesis (H1) is not supported, while 
the null hypothesis (H01) is supported. This means that leadership style does not lead to the 
improvement of a performance management system significantly. 
 
4.2.2 The influence of training on improving a performance management system 
 
The following hypotheses were formulated in this regard: 
 
H02: Training exerts no positive influence on a performance management system 
H2: Training exerts a positive influence on a performance management system 
 
The respondents’ results show that training exerts a significant positive influence on 
improving the performance management system (r = 0.23, p < 0.05). The alternative 
hypothesis (H2) is supported, while the null hypothesis (H02) is not supported. This means 
that employee training leads to the improvement of performance management. 
 
4.2.3 The influence of organisational culture on a performance management system 
 
The following hypotheses were formulated in this regard: 
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H03: Organisational culture exerts no positive influence on a performance management 
system 
H3: Organisational culture exerts a positive influence on a performance management 
system 
 
The respondents’ results show that the organisational culture exerts a significant positive 
influence on a performance management system (r = 0.28, p < 0.05). The alternative 
hypothesis (H3) is supported, while the null hypothesis (H03) is not supported. The more this 
type of organisational culture is promoted the more successful the improvement of the 
performance management system 
 
4.2.4 The influence of a reward system on the performance management system 
 
The following hypotheses were formulated in this regard: 
 
H04: Reward systems exert no positive influence on a performance management system 
H4: Reward systems exert a positive influence on a performance management system 
 
The respondents’ results show that the reward system exerts a significant positive influence 
on a performance management system (r = 0.21, p < 0.05). The alternative hypothesis (H4) 
is supported, while the null hypothesis (H04) is not supported. The more this type of reward 
system is promoted the more successful the improvement of the performance management 
system. 
 
4.2.5 The influence of organisational communication on the performance management 
system 
 
The following hypotheses were formulated in this regard: 
 
H05: Organisational communication exerts no positive influence on a performance 
management system 
H5: Organisational communication exerts a positive influence on a performance 
management system 
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The respondents’ results show that organisational communication does not influence the 
performance management system significantly. The alternative hypothesis (H5) is not 
supported, while the null hypothesis (H05) is supported. This means that organisational 
communication does not lead significantly to the improvement of a performance 
management system. 
 
4.3 EMPIRICAL RESULTS: DESCRIPTIVE STATISTICS 
 
The analysis and interpretation of descriptive statistical results from section A of the 
questionnaire are discussed in this section. The questionnaire is related to the following 
variables: leadership style, training, organisational culture, reward system and organisational 
communication. The summary of the empirical results is reported in Tables 4.2 to 4.7 and 
Figures 4.2 to 4.7. However, for the purpose of reporting on these descriptive statistics, the 
range of responses classification will be grouped in three new categories, namely: Strongly 
Disagree and Disagree = Disagree, Neutral = Neutral and Strongly Agree and Agree = 
Agree. 
 
4.3.1 Leadership style – descriptive statistics 
 
The empirical results in Table 4.2 and Figure 4.2 show the statement that says “My manager 
gives orders and clarifies procedures to achieve them”, has achieved the highest agreement 
level of 46.1% and mean score of 3.434, while the statement that says “My manager applies 
performance management consistently by treating all employees in a similar way” produced 
the highest disagreement level of 65.8% with a mean score of 2.342.  The average mean is 
2.995 and the standard deviation is 1.13.  
 
Therefore, it can be concluded that the employees value and appreciate the leadership style 
that is currently used in the firm, but there is a perception on the part of the respondents that 
the firm does not apply the performance management system consistently by treating all 
employees in similar way and fairly.  This can lead to the employees not taking the 
performance management system seriously. 
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TABLE 4.2: LEADERSHIP STYLE – DESCRIPTIVE STATISTICS 
Statement Disagree 
% 
 
Neutral 
% 
Agree 
% 
Mean Std. 
Dev 
My manager gives orders and clarifies 
procedures to achieve them. 
18.4 35.5 46.1 3.43 1.01 
My manager helps his/her subordinates to find 
their passion. 
47.4 30.2 22.4 2.71 1.21 
My manager allows subordinates to appraise 
their own work. 
27.6 35.6 36.8 3.08 1.08 
When correcting mistakes, my manager does 
not worry about jeopardising his/her 
relationship with employees. 
27.6 27.6 44.8 3.29 1.25 
My manager focuses on achieving the goals 
but not how to achieve those goals. 
35.5 27.6 36.9 3.07 1.30 
My manager accepts positive criticism from 
employees. 
44.7 29.0 26.3 2.75 1.12 
My manager closely supervises the employees 
to do their jobs. 
23.7 32.9 43.4 3.26 1.10 
My manager believes that people are basically 
competent and if given a task they will do a 
good job. 
21.1 34.2 44.7 3.35 1.07 
My manager allows employees to be part of 
decision-making processes. 
60.5 19.7 19.7 2.42 1.15 
My manager applies performance 
management consistently by treating all 
employees in a similar way. 
65.8 15.8 18.4 2.34 1.17 
My manager coaches employees if they lack 
skill. 
40.8 27.6 31.6 2.89 1.11 
My manager encourages employees to 
perform well in their jobs. 
21.1 35.5 43.4 3.33 1.05 
AVERAGE MEAN SCORE = 2.995; AVERAGE STANDARD DEVIATION SCORE = 1.13 
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FIGURE 4.2: GRAPHIC REPRESENTATION: LEADERSHIP STYLE RESPONSE 
 
 
 
4.3.2 Training – descriptive statistics 
 
The empirical results in Table 4.3 to Figure 4.3 show the statement that says “In my firm, 
managers allow employees to go and attend training”, has achieved the highest agreement 
level of 68.4% and mean score of 3.855, while the statement that says “In my firm, 
employees have equal opportunities for growth and development” produced the highest 
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Leadership style
My manager gives orders and clarifies procedures to achieve them.
My manager helps his/her subordinates to find their passion.
My manager allows subordinates to appraise their own work.
When correcting mistakes, my manager does not worry about jeopardising
his/her relationship with employees.
My manager focuses on achieving the goals but not how to achieve those
goals.
My manager accepts positive criticism from employees.
My manager closely supervises the employees to do their jobs.
My manager believes that people are basically competent and if given a task
they will do a good job.
My manager allows employees to be part of decision-making processes.
My manager applies performance management consistently by treating all
employees in a similar way.
My manager coaches employees if they lack skill.
My manager encourages employees to perform well in their jobs.
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disagreement level of 56.6% with a mean score of 2.368.  The average mean is 3.322 and 
the standard deviation is 1.07. 
 
Therefore it can be concluded that the employees value and appreciate the time that is given 
to them for training and the sacrifice that the firm is making to make sure that all employees 
are getting enough time for training, although there is a perception among the respondents 
that the firm does not have equal opportunities for growth and development for all 
employees. This can lead to the employees believing that there are certain employees who 
have a chance to grow in the firm and also employees can go and seek growth elsewhere if 
not satisfied within their firm. 
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TABLE 4.3: TRAINING – DESCRIPTIVE STATISTICS 
Statement Disagree 
% 
Neutral 
% 
Agree 
% 
Mean Std 
Dev 
In my firm, training and development 
needs of the employee are assessed 
and met. 
21.1 36.8 42.1 3.382 1.083 
In my firm, employees are 
developed/trained adequately for their 
role(s). 
30.3 34.2 35.5 3.118 1.083 
The firm is training the managers on 
how to conduct performance 
management reviews. 
22.4 35.5 42.1 3.289 1.081 
My firm links training and development 
with the individual and team goals. 
13.2 51.3 35.5 3.342 0.946 
My firm has a training and development 
policy applicable to all employees. 
17.1 32.9 50.0 3.461 1.194 
In my firm, employees have equal 
opportunities for growth and 
development. 
56.6 27.6 15.8 2.368 1.220 
My firm ensures that every employee 
understands that training is necessary 
to improve performance. 
18.4 31.6 50.0 3.500 1.039 
Due to training, employees show 
willingness to share their knowledge 
and information. 
21.1% 43.4 35.5 3.184 0.989 
In my firm, training is available for all 
employees. 
13.1 22.4 64.5 3.724 1.138 
In my firm, managers allow employees 
to go and attend training. 
7.9 23.7 68.4 3.855 0.934 
AVERAGE MEAN SCORE = 3.322; AVERAGE STANDARD DEVIATION SCORE = 1.071 
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FIGURE 4.3: GRAPHIC REPRESENTATION: TRAINING RESPONSE 
 
 
4.3.3 Organisational culture – descriptive statistics 
 
The empirical results in Table 4.4 to Figure 4.4 show the statement that says “In my firm, 
responsibilities are clearly defined and individuals understand their roles and the extent of 
their authority”, has achieved the highest agreement level of 60.5% and mean score of 3.684, 
while the statement that says “In my firm, there are equal opportunities for growth for all 
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Training 
In my firm, training and development needs of the employee are assessed
and met.
In my firm, employees are developed/trained adequately for their role(s).
The firm is training the managers on how to conduct performance
management reviews.
My firm links training and development with the individual and team
goals.
My firm has a training and development policy applicable to all
employees.
In my firm, employees have equal opportunities for growth and
development.
My firm ensures that every employee understands that training is
necessary to improve performance.
Due to training, employees show willingness to share their knowledge
and information.
In my firm, training is available for all employees.
In my firm, managers allow employees to go and attend training.
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employees, produced the highest disagreement level of 69.7% with a mean score of 2.211.  
The average mean is 2.888 and the standard deviation is 1.131. 
 
Therefore, it can be concluded that the employees value and appreciate the clarification of 
their roles, responsibilities and the level of authority they have within the firm, although there 
is a perception by the respondents that the opportunities for growth within the firm are given 
only to certain employees. This can therefore lead to competent employees seeking for 
growth elsewhere if not satisfied in the firm. 
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TABLE 4.4: ORGANISATIONAL CULTURE – DESCRIPTIVE STATISTICS 
Statement Disagree 
% 
 
Neutral 
% 
Agree 
% 
Mean Std 
Dev 
My firm regards cultural diversity as very 
important. 
34.2 38.2 27.6 2.868 1.100 
In my firm, there is transparency with 
regard to organisational changes. 
47.4 28.9 23.7 2.579 1.192 
In my firm, there are equal opportunities 
for growth for all employees. 
69.7 13.2 17.1 2.211 1.299 
In my firm, responsibilities are clearly 
defined and individuals understand their 
roles and the extent of their authority. 
11.9 27.6 60.5 3.684 1.048 
In my firm, managers and subordinates 
communicate readily on an informal basis, 
while meetings are held when necessary. 
23.3 34.2 39.5 3.171 0.999 
In my firm, the right people are recruited 
and effort is made to help them develop 
their skills. 
54.0 27.6 18.4 2.500 1.249 
In my firm, promotion decisions are fair 
and objective. 
65.8 22.4 11.8 2.092 1.213 
In my firm, good people are valued. 46.1 28.9 25.0 2.658 1.250 
In my firm, everyone is encouraged to 
volunteer their views and disagreement is 
seen as a positive attempt to improve 
things. 
42.1 27.6 30.3 2.855 1.197 
In my firm, there is collective commitment 
to organisational goals 
22.4 42.1 35.5 3.237 1.044 
My firm promotes active contribution of 
ideas and participation from all members 
of staff. 
26.3 29.0 44.7 2.276 1.078 
In my firm, the overall organisational goal 
is clearly understood by all employees. 
18.4 38.2 43.4 3.316 0.983 
In my firm, colleagues co-operate with 
each other to achieve standards of 
excellence and do not allow personal 
feelings to interfere. 
26.3 40.8 32.9 3.079 1.017 
AVERAGE MEAN SCORE = 2.888; AVERAGE STANDARD DEVIATION SCORE = 
1.131 
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FIGURE 4.4: GRAPHIC REPRESENTATION: ORGANISATIONAL CULTURE RESPONSE
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Organisational culture
My firm regards cultural diversity as very important.
In my firm, there is transparency with regards to organisational changes.
In my firm, there are equal opportunities for growth for all employees.
In my firm, responsibilities are clearly defined and individuals understand their roles and the extent of
their authority.
In my firm, managers and subordinates communicate readily on an informal basis, while meetings are
held when necessary.
In my firm, the right people are recruited and effort is made to help them develop their skills.
In my firm, promotion decisions are fair and objective.
In my firm, good people are valued.
In my firm, everyone is encouraged to volunteer their views and disagreement is seen as a positive
attempt to improve things.
In my firm, there is collective commitment to organisational goals
My firm promotes active contribution of ideas and participation from all members of staff.
In my firm, the overall organisational goal is clearly understood by all employees.
In my firm, colleagues co-operate with each other to achieve standards of excellence and do not allow
personal feelings to interfere.
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4.3.4 Reward system – descriptive statistics 
 
The empirical results in Table 4.5 to Figure 4.5 show the statement that says “I am aware of 
the procedures for nominating an employee for an award in the firm”, has achieved the 
highest agreement level of 68.4% and mean score of 3.697, while the statement that says 
“Employees are satisfied with the quality of the rewards the firm is offering” produced the 
highest disagreement level of 64.5% with a mean score of 2.316.  The average mean is 
2.995 and the standard deviation is 1.135. 
 
Therefore, it can be concluded that the employees are very aware with the processes of 
nominating an employee for an award, although there is a perception among the 
respondents that the quality of rewards offered by the firm is not in line with the job they do 
and effort they put into the job. This can lead to the employees not taking seriously the 
rewards that the firm is offering for a job well done. 
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TABLE 4.5: REWARDS – DESCRIPTIVE STATISTICS 
Statement Disagree 
% 
Neutral 
% 
Agree 
% 
Mean Std 
Dev 
In my firm, employees are always ready 
to increase their work efforts in order to 
receive more rewards. 
27.6 26.3 46.1 3.263 1.182 
The reward system has a positive effect 
on the work atmosphere in my firm. 
27.6 31.6 40.8 3.158 1.144 
Employees are satisfied with the quality 
of the rewards the firm is offering. 
64.5 19.7 15.8 2.316 1.157 
I am aware of the procedures for 
nominating an employee for an award in 
the firm. 
15.8 15.8 68.4 3.697 1.166 
In my firm, a personal "thank you" or 
note of appreciation from management is 
regularly given. 
50.0 25.0 25.0 2.658 1.184 
The criteria for the recognition 
programmes have been clearly 
explained to all employees in the firm 
38.2 27.6 34.2 2.934 1.135 
In my firm, the rewards are fairly 
distributed. 
40.8 31.6 27.6 2.829 1.124 
In my firm, employees work more as a 
team in order to gain the rewards 
26.4 36.8 36.8 3.171 1.100 
In my firm, the calculation of incentive 
points is transparently and fairly done. 
42.1 26.3 31.6 2.842 1.297 
AVERAGE MEAN SCORE = 2.985; AVERAGE STANDARD DEVIATION SCORE = 
1.165 
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FIGURE 4.5: GRAPHIC REPRESENTATION: REWARD SYSTEM RESPONSE 
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Reward system
In my firm, employees are always ready to increase their work efforts in order to receive
more rewards.
The reward system has a positive effect on the work atmosphere in my firm.
Employees are satisfied with the quality of the rewards the firm is offering.
I am aware of the procedures for nominating an employee for an award in the firm.
In my firm, a personal "thank you" or note of appreciation from management is regularly
done.
The criteria for the recognition programmes have been clearly explained to all
employees in the firm
In my firm, the rewards are fairly distributed.
In my firm, employees work more as a team in order to gain the rewards
In my firm, the calculation of incentive points is transparently and fairly done.
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4.3.5 Organisational communication – descriptive statistics 
 
The empirical results in Table 4.6 to Figure 4.6 show the statement that says “If someone 
makes a suggestion that proves successful in practice, my firm makes sure that he or she 
receives thanks and praise”, has achieved the highest agreement level of 63.1% and mean 
score of 3.434, while the statement that says “The management of my firm listens to the 
employees’ opinions” produced the highest disagreement level of 55.2% with a mean score 
of 2.566.  The average mean is 2.995 and the standard deviation is 1.135. 
 
Therefore, it can be concluded that the employees value and appreciate the treatment they 
receive from the firm for their suggestions, although there is a perception among the 
respondents that the firm does not listen to their opinions.  This can lead to the employees 
not becoming more involved in the firm’s programs. 
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TABLE 4.6: ORGANISATIONAL COMMUNICATION – DESCRIPTIVE STATISTICS 
Statement Disagree 
% 
Neutral 
% 
Agree 
% 
Mean Std 
Dev 
In my firm, communication channels are 
established for people to report suspected 
improprieties. 
23.7 34.2 42.1 3.263 1.147 
In my firm, management takes time and 
appropriate follow-up action on 
communications received from 
employees. 
47.4 31.6 21.0 2.697 1.200 
The management of my firm listens to the 
employees’ opinions. 
55.2 22.4 22.4 2.566 1.215 
If someone makes a suggestion that 
proves successful in practice, my firm 
makes sure that he or she receives thanks 
and praise. 
13.2 23.7 63.1 3.816 1.140 
My firm adapts its communication style for 
different people and circumstances. 
32.9 44.7 22.4 2.868 1.050 
In my firm, there are realistic mechanisms 
in place for employees to provide 
recommendations. 
26.3 38.2 35.5 3.118 1.045 
In my firm, communication across the 
organisation is adequate, complete and 
timely to enable people to perform their 
responsibilities effectively. 
36.8 36.8 26.4 2.934 1.037 
Employee duties and responsibilities are 
timely and effectively communicated in my 
firm. 
19.7 34.2 46.1 3.342 1.090 
Everybody in my firm feels comfortable to 
share ideas with management. 
51.3 25.0 23.7 2.632 1.209 
In my firm, employees’ performance is 
monitored by maintaining open 
communication with them. 
34.2 35.5 30.3 3.000 1.083 
AVERAGE MEAN SCORE = 3.024; AVERAGE STANDARD DEVIATION SCORE = 
1.122 
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FIGURE 4.6: GRAPHIC REPRESENTATION: ORGANISATIONAL COMMUNICATION 
RESPONSE 
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Organisational communication
In my firm, communication channels are established for people to report suspected
improprieties.
In my firm, management takes time and appropriate follow-up action on
communications received from employees.
The management of my firm listens to the employees’ opinions.
If someone makes a suggestion that proves successful in practice, my firm makes sure
that he or she receives thanks and praise.
My firm adapts its communication style for different people and circumstances.
In my firm, there are realistic mechanisms in place for employees to provide
recommendations.
In my firm, communication across the organisation is adequate, complete and timely to
enable people to perform their responsibilities effectively.
Employee duties and responsibilities are timely and effectively communicated in my
firm.
Everybody in my firm feels comfortable to share ideas with management.
In my firm, employees’ performance is monitored by maintaining open communication 
with them.
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4.3.6 Performance management system – descriptive statistics 
 
The empirical results in Table 4.7 to Figure 4.7 show the statement that says “Our 
performance management system is linked to our salary increases and bonuses.”, has 
achieved the highest agreement level of 61.8% and mean score of 3.579, while the 
statement that says “Due to our performance management system, our employees 
understand what is required from them by the managers.” produced the highest 
disagreement level of 13.2% with a mean score of 3.474.  The average mean is 2.995 and 
the standard deviation is 1.135. 
 
Therefore, it can be concluded that the employees are very aware of the fact that their 
salaries and bonuses are linked to the performance management system, although there is 
a perception among the respondents that they do not know what is required of them by 
managers. The targets are not clear enough to them. This can lead to conflict during 
evaluation time between the employees and the managers. 
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TABLE 4.7: PERFORMANCE MANAGEMENT SYSTEM – DESCRIPTIVE STATISTICS 
Statement 
Disagree 
% 
Neutral 
% 
Agree 
% Mean 
Std 
Dev 
My firm’s performance management system 
helps employees to set and achieve 
meaningful goals. 
25.0 40.8 34.2 
 
3.171 0.985 
A review of my firm’s performance 
management system is done more than 
twice a year 
27.6 26.3 46.1 3.289 1.242 
My firm’s performance management system 
sets clear and specific goals. 
14.5 36.8 48.7 3.434 1.024 
The performance of our employees is 
improving due to the effectiveness of our 
performance management system. 
28.9 39.5 31.6 3.105 1.024 
Due to our performance management 
system, our employees understand what is 
required of them by the managers. 
13.2 39.5 47.4 3.474 1.013 
Our performance management system 
allows our employees to make critical 
decisions about their work. 
26.3 44.7 28.9 3.053 1.0184 
Our employees are satisfied with the current 
performance management system process. 
55.3 26.3 18.4 2.487 1.113 
Our employees believe that the performance 
management system is effective. 
38.2 40.8 21.1 2.842 1.084 
Our performance management system is not 
biased. 
51.3 31.6 17.1 2.447 1.159 
In our performance management system, our 
employees regularly get formal feedback on 
their performance. 
17.1 36.8 46.1 3.408 0.996 
Our employees understand our performance 
management system. 
35.5 38.2 26.3 2.908 1.085 
Our performance management system is 
linked to our salary increases and bonuses. 
19.7 18.4 61.8 3.579 1.268 
Our line managers are effectively monitored 
in how they apply performance management. 
35.5 31.6 32.9 3.000 1.046 
AVERAGE MEAN SCORE = 3.092; AVERAGE STANDARD DEVIATION SCORE = 
1.083 
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FIGURE 4.7: GRAPHIC REPRESENTATION: PERFORMANCE MANAGEMENT SYSTEM 
COMMUNICATION RESPONSE 
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My firm’s performance management system helps employees to set and achieve 
meaningful goals.
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a year
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The performance of our employees is improving due to the effectiveness of our
performance management system.
Due to our performance management system, our employees understand what is
required from them by the managers.
Our performance management system allows our employees to make critical
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process.
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Our employees understand our performance management system.
Our performance management system is linked to our salary increases and
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Our line managers are effectively monitored in how they apply performance
management
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4.4 CHAPTER SUMMARY 
 
This chapter analysed the data obtained from the questionnaires sent to 76 employees of 
the selected firm. The questions in the questionnaire were concerned with leadership style, 
training, organisational culture, reward system, and organisational communication. In this 
chapter, the empirical results were discussed. 
 
The conclusions, recommendations, summary and managerial implications of these 
empirical discoveries for the selected firm will be presented and discussed in Chapter 5. 
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CHAPTER 5 
 
FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 
 
 
5.1 INTRODUCTION 
 
In this chapter, the findings and the implications of the results will be discussed. The 
conclusions will be drawn from the comparison between the empirical results and the 
literature review from previous chapters. The aim of the study was to improve the 
performance management system in the firm by studying the factors that affect the 
performance management system and to make recommendations. The limitations of the 
study will be also discussed.  
 
5.2 DISCUSSION OF RESULTS 
 
The evaluation of the empirical results derived from the descriptive statistical and multiple 
regression analyses are discussed below. 
 
5.2.1 Leadership style 
 
Leaders to be effective should select the most appropriate style for a particular situation, 
environment and the followers’ needs (Devenish, 2007:25). The leadership that is supportive 
and participative is likely to increase the employees’ satisfaction and involvement in 
teamwork. 
 
Supportive and participative leadership style favours decision-making by the team and those 
leaders who monitor the implementation of those decisions by the team. This leadership 
style helps leaders win the collaboration of their subordinates and can also help to motivate 
the teams and individuals positively and effectively to achieve the individual’s and the firm’s 
goals.  
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The leaders develop their own styles for managing and leading people. Understanding the 
degrees of individual leadership styles has a benefit of placing the right leaders in the right 
position within the firm. Leadership style and business strategy are tightly linked.  
 
The empirical results showed that leadership style is not significantly related to the 
performance management system of the firm. This means that the current leadership style 
does not have an influence on the performance management system of the firm. The 
respondents’ views are that leadership style does not help to improve the performance 
management system. The results show that there is a chance to train or educate the 
employees about the importance of leadership style for the subordinates. This will increase 
the certainties about leadership style amongst the employees and improve the PMS.   
 
5.2.2 Training 
 
Training is a critical factor in the performance of the individual and organisation. It is the 
process of enhancing the skills and knowledge of employees. It is a process not an event. 
The employee will become effective, productive and efficient if trained well.  
 
The results concerning the training led to the conclusion that the highest level of employee 
satisfaction was identified as the managers allowed employees to go and attend training and 
the highest level of employee’s dissatisfaction was identified as employees did not enjoy 
equal opportunities for growth and development within the firm. These areas produced the 
scores of 56.6% and 68.4% respectively. The views of the respondents are that the firm’s 
managers must always give employees time to go and attend training.  
 
The empirical results show that training exerts a positive influence (r = 0.23, p < 0.05) on the 
improvement of a performance management system.  This means the training positively 
influences the improvement of a performance management system.  The respondents’ views 
are that training does help to improve the performance management system within the firm. 
By focusing on the training, the selected firm will improve the performance management 
system.  This means that adopting training as measured in Table 4.3, managers will improve 
the PMS.  This training implies that there must be a link between the training and roles or 
responsibilities of the employees. The training of employees in the objectives of performance 
management systems will make the evaluation of the employees very easier for managers. 
72 
 
5.2.3 Organisational culture 
 
Schein (2004) is of the opinion that culture and leadership are theoretically linked. The 
culture affects the enthusiasm and the engagement of staff and it also impacts on the 
flexibility, outputs and efficiency of the organisation (Marc and Farbrother, 2003: 14). The 
organisational culture has been defined in the literature review as a set of beliefs, customs, 
practices and ways of thinking that they have come to share with each other through being 
and working together.  
 
The organisational culture literature review was described in Chapter Two. The 
questionnaire was drawn up on the basis of the literature review.  The results concerning the 
organisational culture led to the conclusion that the highest level of employee satisfaction 
was identified as the company’s clear definition of the employees’ responsibilities and their 
roles and the highest level of employee dissatisfaction was identified as associated with the 
complaint that there are no equal opportunities for employee growth in the firm. Also 
receiving the high dissatisfaction score was the unfairness and biasedness regarding the 
promotion of certain individuals within the firm. These areas produced scores of 60.5%, 69.7% 
and 65.8% respectively. 
 
The empirical results showed that organisational culture exerts a positive influence (r = 0.28, 
p < 0.05) on the improvement of a performance management system.  This means the 
organisational culture positively influences the improvement of a performance management 
system.  The respondents’ views are that organisational culture does help to improve a 
performance management system in the firm. By focusing on the organisational culture, the 
selected firm will improve its performance management system. This means that fostering 
an organisational culture, as measured in Table 4.4, managers will improve the PMS.  
Fostering such an organisational culture includes recruiting the right people for the job and 
helping to develop their skills, equal opportunity for growth for all employees and fair and 
transparent promotion decisions. This will help to meet the firm’s objectives. The employees 
need to understand and respect each other. 
 
5.2.4 Reward system 
 
In the new global world, it is important to reward high performers because that motivates and 
controls the performance of employees. Reward strategies involve non-financial and 
73 
 
financial systems to maintain and inspire competent employees. The reward system should 
connect the reward and the employee effort. 
 
The results concerning the reward system led to the conclusion that the highest level of 
employee satisfaction was that the employees were aware of the procedures for nominating 
an employee for an award in the firm.and the highest level of employee’s dissatisfaction was 
identified as employees not being satisfied with the quality of the rewards the firm is offering. 
These areas produced scores of 64.5% and 68.4% respectively. The views of the 
respondents show that the firm’s package does not meet their expectations.  
 
The empirical results show that the reward system exerts a positive influence (r = 0.21, p < 
0.05) on the improvement of a performance management system.  This means the reward 
system positively influences the improvement of a performance management system.  The 
respondents’ views are that a reward system does help to improve the performance 
management system in the firm. By focusing on the reward system, the selected firm will 
improve the firm’s performance management system. This means that by maintaining and 
reinforcing a reward system, as measured in Table 4.5, managers will improve the PMS.  
Maintaining and reinforcing a reward system would include explanations from management 
to employees why the rewards are not fairly distributed to employees and also improve the 
quality of rewards that the firm is offering to employees. The management must 
acknowledge a job well done when this is due. The rewards system needs to be reviewed on 
an annual basis.    
 
5.2.5 Organisational communication 
 
Communication is important for building relationships between employees and leadership. 
Open communication makes it easy for employees to voice their opinions and ideas and will 
prevent employees feeling isolated, and it also builds teamwork. This will encourage a strong 
relationship, trust in one another and effectiveness on the part of employees.  Clear 
communication can produce a sense of transparency in the firm. Putting more effort into 
improving the firm’s communication processes can build a stronger firm that will always 
retain power in the market. 
 
The results concerning organisational communication led to the conclusion that the highest 
level of employee satisfaction was identified as that people receive praise and thanks when 
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their suggestions prove successful in practice and the highest level of employee 
dissatisfaction was identified as that the management of the selected firm does not listen to 
the employees’ opinions. These areas produced scores of 63.1% and 55.2% respectively. 
The views of the respondents are that the firm does not take seriously the employees’ 
concern and opinions.  
 
The empirical results showed that organisational communication is not significantly related to 
the performance management system of the firm. This means that the current organisational 
communication does not significantly influence the improvement of performance 
management system of the firm. The respondents’ views are that organisational 
communication does not help to improve the performance management system.  
 
It is important to ensure that an organisational communication survey is conducted using a 
large enough sample. The survey must be done in an objective and reliable manner.  The 
smaller sample used in the study could have led to the results as reflected in Table 4.6. 
There is room for the firm to improve communication. This will help to improve PMS. 
 
5.2.6 Performance management system 
 
The performance management system is the key factor if the firm is to become globally 
competitive. If performance management is applied consistently and the leadership is trained 
for it, then the outcome will be employees meeting their targets and the firm meeting its 
target.   
 
The results concerning the performance management system led to the conclusion that the 
concept the employees understand most is the link between salary or bonus and the 
performance management system, and the highest level of employee’s dissatisfaction was 
identified as the employees not understanding their own targets These areas produced 
scores of 61.8% and 13.2% respectively. The views of the respondents are that the 
employees of the selected firm do not understand the performance management system 
process and they are not clear about target settings. 
 
It is important to ensure that the employees and management understand the process of a 
performance management system. A survey must be done with the objective of finding why 
the employees do not have a clear understanding of PMS and whether the management is 
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capable of explaining this process to employees. This will help to improve the performance 
management system in the selected firm. 
 
5.3 LIMITATIONS OF THE STUDY AND RECOMMENDATIONS FOR FUTURE 
RESEARCH 
 
The findings of the study are limited to one firm and not many firms. The sample was 
therefore small. The results can therefore not be generalised to other firms. It is therefore 
recommended that the study be replicated in other firms in order to ascertain whether similar 
results will emerge. 
 
Regardless of these limitations, the study has produced some important results. The study 
has shown that organisational culture, training and reward systems are associated with the 
improvement of performance management systems.  The empirical results revealed that 
leadership and organisational communication do not influence the success of performance 
management systems. More research needs to be conducted to confirm the latter results. 
 
It is also recommended that the selected firm should conduct qualitative research 
(observations, focus groups and more interviews) to probe further into what could be done to 
practically implement the empirical results as far as organisational culture, training and 
reward systems are concerned.  Qualitative research would also highlight other factors that 
might improve performance management systems, and could well be further researched. 
 
5.4 CONCLUSION 
 
The objective of the research was to study the factors that affect the performance 
management system in order to improve the system. The results of the research show that 
the three factors training, organisational culture and reward are significantly positively related 
to improving the performance management system. The empirical results show that the 
other two factors (leadership style and organisational communication) do not have any 
significant influence in improving performance management systems. 
 
The empirical study shows all the independent variables play an important role in 
performance management systems but the other three (training, organisational culture and 
reward system) play more significant roles in improving performance management systems. 
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The firm should put more emphasis on training, organisational culture and the reward 
system to improve its performance management system. Implementing the 
recommendations discussed in sections 5.2.2, 5.2.3 and 5.2.4 above will help the firm to 
improve its performance management system.  
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ANNEXURE 1: COVERING LETTER OF QUESTIONNAIRE 
 
 
 
Dear Respondent  
I am studying towards my MBA (Master’s degree in Business Administration) at the Nelson 
Mandela Metropolitan University Business School.  I am conducting research on how 
performance management systems could be improved in firms.  I believe that my study will 
make an important contribution to the understanding of the challenges firms are facing with 
regard to performance management systems. 
You are part of our selected sample of respondents whose views we seek on the above-
mentioned matter.  We would therefore appreciate it if you could answer a few questions. It 
should not take more than thirty minutes of your time and we want to thank you in advance 
for your co-operation. 
There are no correct or incorrect answers. Please answer the questions as accurately as 
possible. For each statement, tick the number which best describes your experience or 
perception.  For example, if you strongly agree with the statement, tick the number 5.  If you 
strongly disagree with the statement, tick the number 1.  Tick only one answer for each 
statement and answer all questions please.  Please note also that your participation in 
this study is entirely voluntary and that you have the right to withdraw from the study at any 
stage.  We also guarantee your anonymity and the confidentiality of information acquired by 
this questionnaire. Neither your name nor the name of your firm will be mentioned in the 
study. 
Thank you very much.  
Mr Phindile C. Sonti  
To verify the authenticity of the study, please contact Prof CA Arnolds at 041-5043825  
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ANNEXURE 2: THE MEASURING INSTRUMENTS 
 
LEADERSHIP STYLE 
My manager gives orders and clarifies procedures to achieve them. 
My manager helps his/her subordinates to find their passion. 
My manager allows subordinates to appraise their own work. 
When correcting mistakes, my manager does not worry about jeopardising his/her 
relationship with employees. 
My manager focuses on achieving the goals but not how to achieve those goals. 
My manager accepts positive criticism from employees. 
My manager closely supervises the employees to do their jobs. 
My manager believes that people are basically competent and if given a task they will do a 
good job. 
My manager allows employees to be part of decision-making processes. 
My manager applies performance management consistently by treating all employees in a 
similar way. 
My manager coaches employees if they lack skill. 
My manager encourages employees to perform well in their jobs. 
 
TRAINING 
In my firm, training and development needs of the employee are assessed and met. 
In my firm, employees are developed/trained adequately for their role(s). 
The firm is training the managers on how to conduct performance management reviews. 
My firm links training and development with the individual and team goals. 
My firm has a training and development policy applicable to all employees. 
In my firm, employees have equal opportunities for growth and development. 
My firm ensures that every employee understands that training is necessary to improve 
performance. 
Due to training, employees show willingness to share their knowledge and information. 
In my firm, training is available for all employees. 
In my firm, managers allow employees to go and attend training. 
 
ORGANISATIONAL CULTURE 
My firm regards cultural diversity as very important. 
In my firm, there is transparency with regard to organisational changes. 
In my firm, there are equal opportunities for growth for all employees. 
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In my firm, responsibilities are clearly defined and individuals understand their roles and the 
extent of their authority. 
In my firm, managers and subordinates communicate readily on an informal basis, while 
meetings are held when necessary. 
In my firm, the right people are recruited and effort is made to help them develop their skills. 
In my firm, promotion decisions are fair and objective. 
In my firm, good people are valued. 
In my firm, everyone is encouraged to volunteer their views and disagreement is seen as a 
positive attempt to improve things. 
In my firm, there is collective commitment to organisational goals 
My firm promotes active contribution of ideas and participation from all members of staff. 
In my firm, the overall organisational goal is clearly understood by all employees. 
In my firm, colleagues co-operate with each other to achieve standards of excellence and do 
not allow personal feelings to interfere. 
 
REWARD SYSTEM 
In my firm, employees are always ready to increase their work efforts in order to receive 
more rewards. 
The reward system has a positive effect on the work atmosphere in my firm. 
Employees are satisfied with the quality of the rewards the firm is offering. 
I am aware of the procedures for nominating an employee for an award in the firm. 
In my firm, a personal "thank you" or note of appreciation from management is regularly 
done. 
The criteria for the recognition programmes have been clearly explained to all employees in 
the firm 
In my firm, the rewards are fairly distributed. 
In my firm, employees work more as a team in order to gain the rewards 
In my firm, the calculation of incentive points is transparently and fairly done. 
 
ORGANISATIONAL COMMUNICATION 
In my firm, communication channels are established for people to report suspected 
improprieties. 
In my firm, management takes time and appropriate follow-up action on communications 
received from employees. 
The management of my firm listens to the employees’ opinions. 
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If someone makes a suggestion that proves successful in practice, my firm makes sure that 
he or she receives thanks and praise. 
My firm adapts its communication style for different people and circumstances. 
In my firm, there are realistic mechanisms in place for employees to provide 
recommendations. 
In my firm, communication across the organisation is adequate, complete and timely to 
enable people to perform their responsibilities effectively. 
Employee duties and responsibilities are timely and effectively communicated in my firm. 
Everybody in my firm feels comfortable to share ideas with management. 
In my firm, employees’ performance is monitored by maintaining open communication with 
them. 
 
PERFORMANCE MANAGEMENT SYSTEM 
My firm’s performance management system helps employees to set and achieve meaningful 
goals. 
A review of my firm’s performance management system is done more than twice a year 
My firm’s performance management system sets clear and specific goals. 
The performance of our employees is improving due to the effectiveness of our performance 
management system. 
Due to our performance management system, our employees understand what is required of 
them by the managers. 
Our performance management system allows our employees to make critical decisions 
about their work. 
Our employees are satisfied with the current performance management system process. 
Our employees believe that the performance management system is effective. 
Our performance management system is not biased. 
In our performance management system, our employees regularly are getting formal 
feedback on their performance. 
Our employees understand our performance management system. 
Our performance management system is linked to our salary increases and bonuses. 
Our line managers are effectively monitored on how they apply performance management. 
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ANNEXURE 3: ETHICS CLEARANCE 
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